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THURSDAY, OCTOBER 8, 1959, 10:00 O'CLOCK A.M, 


a. 






CHAIRMAN TEALE: We will call the meeting to order, This is 








a meeting of the Senate Fact Finding Committee on Water, I have 
a very nice opening statement here which I don't think I will read 


today because we are getting started a few minutes late and we 











have a very full agenda. I do want to make . one comment and I 
will read one paragraph out of the opening statement. 
At this hearing we have invited testimony to give us the 
viewpoint of local agencies in areas which might contract for 
service from the state facilities or might be affected by such 


contracts, It is my belief we have already found several areas 























where additional legislation is necessary. I think that is suffi- 
cient. 
I am going to introduce the members of the Committee who are 
present. There are more who are here and who will be in shortly. 
On my far right we have Senator Christensen from Humboldt County, 
Senator Johnson from Yuba and Sutter Counties, Senator Fisher 
from San Diego County. On my far left is Senator Richards, who is 
with us from Log Angeles. He is not a regular member of this 
Committee. We certainly welcome him here tdlay. Next is Senator 
Miller from Contra Costa County, Senator Slattery from Mendocino 
and Lake Counties, Senator Donnelly from Stanislaus County. 
Directly in front of me we have the Secretary of the Committee, 
Mr, Lloyd Lapham, and our secretary and the Court Reporter, 

First on the agenda is the Metropolitan Water District. Who 
is going to testify for the Metropolitan Water District? (Mr. 
Jensen stood.) Mr. Jensen, will you come forward. I would like 
to ask one other question. Is there any objection on the part of 
the Committee or witnesses to having pictures taken? (There was 
no response.) Mr. Jensen, proceed, 


MR. JENBEN: Have copies of the statement been distributed? 














CHAIRMAN TEAIE: We all have copies. 

MR. JENSEN: My name is Joseph Jensen. I am Chairman of the 
Board of Directors of The Metropolitan Water District of Southern 
California. The District, with a population of seven million and 
a service area of 3300 square miles, is vitally concerned with the 
development of California's water resources. On behalf of our 
Board I want to thank you for the invitation to appear before your 
committee and to state the position of the District on points that 
your committee raised in a series of questions. The requést was” 
made that the District be prepared to submit to the Committee a 
statement embodying answers to these questions. 

Your committee has embarked upon an important inquiry when 
you explore the field of proposed State contracts with water 
agencies. May you enjoy every success in your efforts to find 
effective solutions to the many questions involved in State water 
contracts, 

The District believes that what is done in developing 
policies and principles under which contracts shall be drawn will 
have a great deal to do with how the people vote on the bond issue 
in 1960, 

On October end of this year, the Board of Directors of The 
Metropolitan Water District of Southern California adopted a Water 
Policy Statement setting forth its views with regard to the State's 
water development program, particularly with the phases of this 
program to which it is understood your committee is directing its 
special attention. <A portion of the Water Policy Statement 
follows: 

"No facility or unit of the State Water Resources Develop- 
ment System should be constructed unless it is determined that 
the water users have the potential ability to pay, and will pay, 
for the operation, maintenance and bond servicing costs computed 


on the average life of the bonds. In evaluating feasibility, 




















weight should be given to any possible recreational benefits of 
state-wide importance and possible revenue therefrom. 

"There should be created the ‘California Water Authority' 
consisting of a seven member board to direct construction, opera~ 
tion and administration of the State Water Resources Development 
System, There should be three members from Northern California, 
three from Southern Caiifornia and the Director of Water Resources 
as Chairman. 

"The principles set forth in the amendments submitted by 
The Metropolitan Water District of Southern California to the 
Assembly, and rejected, are still essential to S. B. 1106. The 
chief of these principles are: 

"Subject to vested rights and specific reservations to coun- 
ties of origin the title of the State to the water it will con- 
tract to deliver, should be firm so that the water cannot be 
recaptured at a future time and so that there will be reasonable 
assurance that the contractors who supply the funds will receive 
water, 

"In order that the contractors for this water can properly 
plan for and finance their facilities, delivery contracts (except 
those of a temporary nature) should provide for permanent service, 
with the protection of the provision that the Legislature, acting 
aione, canncs modify the contracts at least for the life of the 
bonds, 

"The provisions for financing the construction of the State 
Water Facilities should be amended and made adequate to assure 
the completion of those works in the event the proceeds of the 
bond issue prove to be insufficient. 


"Water contract terms should explicitly state the works and 


facilities to be built and made available to conserve and trans- 








mit firm water supplies for contracting agencies. 


"Water contract terms or water prices should be based on the 
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proportional use of the State Water Facilities. 


"Water contract terms should not require payments that pro- 
Guce revenue in excess of that required for operation, maintenance, 
necessary replacements and bond interest and redemption. 

"In the event of water shortage all water from a project 
should be prorated, basing such proration upon present Water Code 
provisions relating to water use priorities. 

"Construction schedules and expenditures should be so planned 
that, when water is available, and is needed, from the North, the 
facilities to carry and store it for distribution in Southern 
California shall also be ready. Bonds should be reserved for 
this purpose.” 

Attention now is given to questions submitted by your Com- 
mittee. A copy of the full questions submitted by your Committee 
is attached to this statement. 

Question 1 + Prospective Contractors: The Metropolitan Water 
District of Southern California is a prospective contractor for 
services from State Water Facilities, 

Question 2 - Preference to Public Agencies: As to a policy 
of proposed preference to public agencies in the matter of mar- 
keting power firom a State system (in connection with State water 
project development) it is the District's purpose only to state 
that the water users under State projects should not suffer any 
financial penelty because of any preference granted to either a 
public or a private agency. All power or power revenues should 
be used for the benefit of the State Water Facilities, and parti- 
Cularly for use in pumping wateywithin the Facilities. 

Question 3 - Cost of Power: The cost of power is a signifi- 
cant part of the expenses of the Metropolitan Water District. The 
District has contracted for about 36 percent of the firm power 
generated at Hoover Dam. The District has the right to about 50 
percent of the power generated at Parker Dam, The District's 
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total power bill, when the Colorado River Aqueduct system is 
developed to its full capacity and is using the full contract 
allotment of power from Hoover and Parker dams, plus supplemental 
power from other sources will total about $7,500,000 a year during 
a normal water year at Hoover Dam. This cost will be somewhat 
increased when there is a reduction in firm power available at 
Hoover Dam, 

Question 4 - Power Production: There are power producing 
agencies in the Metropolitan Water District marketing power, but 
the District does not know of their policies in marketing their 
product with regard to any preferences to public or private 
agencies, 

Question 5 - Price Differentials: Water price differentials 
should not be set on a state-wide basis. However, any contractor 
purchasing water from the State should be free to make such price 
differentials for different classes of service as it desires. In 
accordance with the provisions of the Metropolitan Water District 
Act, the District has uniform rates throughout the District for 
the same class of water with regard to its end use. Aqueduct 
water not now required for domestic and industrial use is 
presently made available for agricultural and underground replen- 
ishment at a rate lower than the domestic and industrial rate. 
This applies so both the natural and the treated water. 

Que stion 6 - Charges for Water: The same price differentials 
exist here es outlined in Question 5. 

Question 7 ~ Distribution Systems: The Colorado River 
Aqueduct system, including its distribution facilities, constructed 
during the past 30 years by the Metropolitan Water District has 
cost about $380 million. Its replacement would probably be about 
$1 billion. The work of extending the District's distribution 
system is still under way and this distribution expansion work 
will continue as the area of the District is extended and the 
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quantities of water required are increased. In addition to the 
distribution system investments made by the Metropolitan Water 
District, its member areas invest large amounts of money in dis- 
tribution lines to their consumers. No estimate of these expendi- 
tures is available. The District's staff has been instructed to 
study the probable added cost to The Metropolitan Water District 
of Southern California to distribute the State water. 

Question 8 - Financing Sources: The Metropolitan Water 
District employs a combination of methods in financing capital 
costs and operation and maintenance charges. The District issues 
bonds and levies taxes to finance capital costs. Each member 
agency, if it desires, may elect to pay out of its municipal funds 
all or a stated percentage of the amount of the District's taxes 
which otherwise would be levied upon property within that agency. 
Such payments ordinarily are made from the electing agency's 
funds derived from its local revenues other than taxes, Operation 
and maintenance costs are paid fran water revenues. 

Question 9 - What Proportim by Bonds: Up to date the 
greater part of the District's capital costs have been financed 
by bonds. 

Question 10 - Proportionate Use of Water: In 1958-59 the 
total use of Metropolitan Water District water was 605,000 acre- 
feet, of which 355,000 was domestic and industrial, 100,000 was 


agricultural, and 150,000 was for replenishment of underground 


basins, Thus the greater use of water furnished by the Metropoli- 


tan Water District is for domestic purposes, which includes muni- 
Cipal and industrial uses. A smaller portim is used for agri- 
Culture and for ground water replenishment. The water so used is 
water which presently is not required to meet domestic, municipal 
and industrial requirements. The District has no figures for the 
year 1979 and for the year 1999. Such estimates appear in 
Bulletin 78 of the State Water Resources Department. 
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Question 11 = Payment Capacity: The District has made no 







estimate of the payment capacity for agricultural water users 
north of the Tehachapis, 







Question 12 - Zone Pricing Systems: As to the suggestion 





that there be set up a zone pricing system for water delivered 






from the State's aqueducts, the District has no comment to make, 






except to observe that the equity of a zone pricing system, to a 


large extent, would depend upon the manner in which the zones 






were established. 
Suestion 13 - A Single Price: The District believes that the 






State should, as suggested, set a single zone price for agricul- 






tural, municipal and industriel water, and that the contracting 






districts within the zone be permitted to make price differentials 























between these classes of water at their own discretion. It is 
the policy of the District, as alrgady stated, to have one price 
for domestic water and another price for agricultural and ground 
water replenishment uses. 

Question 14 - Multi-sgency Organizations: Multi-agency 
organizations are desirable for the marketing of water. The 
Metropolitan Water District, cperating under the Metropolitan 
Water District Act, is a multi-agency crganization. On the basis 
of the District's experience it is evident that the fewer agencies 
with which the State will have to contract the greater will be 
the economy and efficiency to all concerned, The question of 
whether the present legislation is adequate for the formation of 
multi-agency organizations, it would appear, is one to be passed 
upon by the Committee's legal advisors. 

Question 15 - Power Selling Policies: It would appear that 
when the State enters upon a program of developing water and power 
projects it should be in a position to sell water only to public 
agencies having adequate taxing authority. Any power developed 
should be sold to produce the greatest revenue and accordingly 
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reduce the cost of water to the water users, 







Question 16 - Contracts for Water and Power: The District 


believes the Department should prepare and submit contracts under 










its present authority. However, it is believed the Legislature 

should also pursue its present course of setting up principles so 
that in the event the Department fails, or is found to lack 
authority, to make satisfactory contracts the Legislature may 


take appropriate action. 









Question 17 - Ratification of Contracts by Legislature: It 
is the position of the District that it should not be required 
that each contract be ratified by the Legislature before it 


becomes effective, 

























question 18 - Non-reimbursable Costs: It is the feeling of 
the Metropolitan Water District that every effort should be made, 
in the development of water projects, to aid in the propagation 
of fish and wildlife and to provide for recreational facilities 
so long as such activities do not jeopardize the use of water for 
domestic and irrigation purposes. Because activites such as 
these are of state-wide interest, it does not necessarily follow 
that the capital costs should be non-reimbursable. The use of 
domestic and agricultural water, for example, is of state-wide 
interest but it is expected that those water users should repay 
the capital costs. 

Should there be any questions from members of the Committee 
regarding the’ statement which I have just read, I shall be glad 
to answer them to the best of my ability. Thank you very much 
for inviting The Metropolitan Water District of Southern Cali- 
fornia to present its views and respond to your questions. 

CHAIRMAN TEALE: Thank you very much, Mr. Jensen. I think 
there probably will be questions from the Committee. I have a 
few myself, but are there any from the Committee first? Well, 
let me go back through this thing again. You commented on page 2 
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about evaluating the feasibility of any possible recreation bene- 
fits and possible revenue therefrom. Could you elaborate just a 
little bit on that, just what you mean by that? 

MR. JENSEN: Well, I think that these things should not be 
given free, that people who get any kind of service should be 
prepared to pay for them whether they be pleasure or recreation 
or anything else, that the water users should not be made to carry 
the burden of the water pleasures. The water pleasure people 
should take their share of the load. 

CHAIRMAN TEAIE: Well, are you thinking of a payment by the 
user at the time they use the facility for recreation or are you 
thinking of a payment by the local area in which the facility 
exists? 

MR. JENSEN: Certainly the user should pay for it. The 
problem of whether the local area should pay, I don't think that 
we have gone into that particularly. The point is that I don't 
think the water users should be made to carry the cther uses of 
the project. I am certainly in favor of permitting their use but 
not of carrying and paying for it as an extra. 

CHAIRMAN TEALE: Now, the second point that caught my atten- 
tion was the matter of the California Water Authority. I read 
the policy statement by the Metropolitan Water District and you 
again repeat it here. To me this is a new concept and I wonder 
if you would elaborate a little on that as to benefits which 
would derive or the thinking behind the suggestion that we have a 
water authority? 

MR. JENSEN: Well, we have a control board for the highway 
system and it is too great a responsibility to let one man carry 
this entire load of deciding all of the questions, and we think 
that a better balanced viewpoint will be secured by having a 
comittee of this kind or an authority of this kind or commissicn 


of this kind, whatever you may wish to call it, review the matter 


-9- 


































and pass upon it. 

CHAIRMAN TEALE: Do you anticipate that they would have the 
policy-making powers that might ordinarily rest with the Legisla- 
ture? 

MR. JENSEN: No, they would get their instructions from the 
Legislature. They would only replace the Director of Water 
Resources as the top organization. At the present time under your 
plan the Director of Water Resources is all powerful. We would 
sooner have a commission having the viewpoint from the North and 
the South. 

CHAIRMAN TEALE: In other words, you want seven men for us 
to snipe at instead of one? Is that in effect what we want to do? 
We want to have a little bigger group to place responsibility on? 

MR. JENSEN: Well, that is a better way of stating it. We 
don't propose to snipe at anybody, but we look upon the fact that 
narrowing it down to one individual and turning over $1,750 million 
to one individual to spend is rather a responsibility that we 
shouldn't want to accept, and I think that we should spread the 
load of making the decisions upon a wider group that would be 
more susceptible of hearing the other viewpoints and presenting 
them, 

CHAIRMAN TEALE: I think perhaps the word "snipe" was a poor 
choice of words, but in effect that is what we end up doing 
always. We always snipe at somebody when we have them out there 
in the open. 

MR. JENSEN: That may be true, but on the other hand we have 
about 38 members in our board and they represent a wide viewpoint 
and we benefit by the discussions that occur, 

CHAIRMAN TEALE: Now, turning to page 3, Mr. Jensen, down 
& little below the middle of the page, you said, "Water contract 
terms should explicitly state the works and facilities to be built 


and made available to conserve and transmit firm water supplies 


for contracting agencies." 

Now, by that statement do you anticipate that as these 
facilities are built, as the units are built, that the water from 
that unit will be firmly committed to a service area, or do you 
anticipate a pooling of water as has been suggested by the water 
department? 

MR. JENSEN: No, we think that the State should have a firm 
title to the water and the Districts should have a firm claim on 
that water. 

CHAIRMAN TEALE: From specific facilities? 

MR, JENSEN: That is right. 

CHAIRMAN TEALE: Senator Regan asked me to ask you what you 
mean by a "firm claim"? 

MR. JENSEN: I think the right to that should be as definite 
as it can be humanly expressed. 

SENATCR REGAN: Mr. Jensen, I think what we are trying to 
find out is whether or not you are asking by that language, that 
should a contract be entered into between your District as the 
contractee and the State, that from that time on that particular 
amount of water from that particular source is firmly and forever 
committed to thet agency? 

WR, JENSEN: Yes, that is correct, If the State wants to 
substitute water it will do it by modifying our contract. 
SENATCR REGAN: In other words, if you have a contract that, 


for example, would run for 40 or 50 years, you believe that that 


is one that should at all times be renewable at your pleasure and 
it is a contract in perpetuity for a certain amount of water from 
&@ particuisr source? 

MR, JENSEN: That is correct, 

SENATOR REGAN: And if there is additional water needed, 
would the District's positicmm then be that additional facilities 
should be built? 





MR, JENSEN: Yes, we would have to have a new contract, or 
a modification of the contract, 

SENATOR REGAN: Well now, is that--except for the wording of 
your statement today, isn't that the same position the Metropolitan 
Water District has always taken, that you want a firm commitment 
of weter perfected from a specific source? 

MR, JENSEN: Yes, that is correct, 

CHAIRMAN TEALE: Senator Fisher, 

SENATOR FISHER: Do I understand you correctly then, Mr. 
Jensen, that by the contract you want title to a certain amount of 
water? 

MR, cENSEN: That is what it amounts to, the title in the 
State--we want title in the State. 

SENATOR FISHER: But you are now taking it by contract and 
it would be givirg you an absolute right as a District? 

MR. JENSEN: That is right. 

SENAT®R FISHER: So the State no longer has any right in 
that water--they passed that right along to you, is that not 
correct? 

MR. JENSEN: No, I think the State owns the water and we only 
have the right to a contract to that water. The State is still 
the owner of the water. We expect the firm title to be in the 


State. 


SENATOR FISHER: But, your right according to your suggestion 


here would be a right in the water from a particular source, is 
that correct? 

MR, JENSEN: That is right. 

SENATOR FISHER: And that, in effect, gives you the right to 
the water and not the State, isn't that correct? 

MR. JENSEN: Well, if you want to express it that way. That 
is just a matter of seying it one way or the other. I say the 


State owns it and give us it by virtue of the contract and you 









say the contract passes the title. We didn't ask the State to 
pess the title, 


SENATOR FISHER: That is the practical effect of it, the 





































ultimate effect of it, is it not? 

MR, JENSEN: It gives us a dependible right. 

SENATOR FISHER: There are all kinds of dependable rights 
besides vested title in the water. Let me ask you how, then, you 
would operate under that system, how you would place your first 
paragraph on page 4 in perspective with your statement that you 
have an absolute right? 

VR, JENSEN: Well, if the water-- 

SENATOR FISHER: For the benefit of the people here I should 
read it: 

"In the event of water shortage all water from a project 
should be prorated, basing such proration upon present Water Code 
provisions relating to water use priorities." 

This would be a denial of your absolute right to an absolute 
amount of water, is that not correct? 

MR. JENSEN: If it doesn't rain and the water doesn't come, 
of course we can't get it. 

SENATOR FISHER: Well, if you have an absolute right from an 
absolute source, then you are not sharing that with anybody else, 
are you? 

MR, JENSEN: Oh, yes. We prorate it, of course, It would 
have to be divided if it doesn't rain. We have the right to the 
rain if the rain comes, If it doesn't rain, the right has to be 
prorated and regulated and divided. 

SENATOR FISHER: Is it your thinking from this that if the 
Metropolitan Water District enters into a firm contract that they 
should have rights in the Feather River itself, or delivery from 
the Feather River? 


MR, JENSEN: Through the State system, yes. 


=i Ze 




































SENATOR FISHER: Well then, your thinking is not related, 
then, to the Delta pool theory of the thing? 
MR, JENSEN: Well, the Delta pool--no, not the Delta pool 
theory as some people propound it, particularly as it has been 


modified or expressed. We figure that in the beginning, four- 





fifths of the water roughly will come fromthe Delta pool accord- 
ing to Mr. Banks' estimates, and that one-fifth will come from 
the Feather River, And we will have some kind of a percentage 
right to those quantities of water from those sources, but that 
it would be prorated in case it doesn't rain enough to make the 
water. 

SENATOR FISHER: And then the extension of that thinking 
vould be that whoever next contracts with the State would have to 
pay for the facilities to add water over and above that? 

WR, JENSEN: Whoever next wanted water, yes. If we want 
more water we would have to come back and get a new contract. 

SENATOR FISHER: You have to get a--let me ask you now in 
regard to this specific facility. Is it your thinking that the 
bill as it now stands does not sufficiently specify the facilities 
that are to be built by the bond bill? 

VR, JENSEN: That is correct, and it doesn't tie them with 
the costs or the amount of money that is going to be set aside 
for those facilities. 

CHAIRMAN TEALE: Mr. Jensen, may I interrupt for a minute, 
Can the people in the rear of the room hear satisfactorily? 
Fine. While we have an interruption I would like to ask Senator 
Arnoid and Mr. Porter if they would like to come up and sit with 
us, 

MR, PORTER: Thank you very much, Senator. I appreciate the 
honor, but I am doing some work back here, but I am listening, 
S00. 


SENATOR ARNOLD: Thank you, I will keep Mr, Porter company. 
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CHAIRMAN TEALE: All right, Mr. Jensen. Did I interrupt your 





Will you ask your question perhaps? 





train of thought? 





SENATOR FISHER: I am proceeding a little beyond the questicn 


you were asking. I will withdraw the question, 









CHAIRMAN TEAIE: I have lost track now, Senator Cobey. 
SENATOR COBEY: I have a Whole series of questions, Mr, 































Chairman, 

CHAIRMAN TEALE: All right. 

SENATOR COBEY: Mr. Jensen, of course you are well aware that 
this matter of earmarking a particular facility or unit of the 
State Water Resources Development System as being committed to a 
particular, as you call it, contractor, conflicts with our pool 
and our exchange principle under which we could introduce consider- 
able flexibility in the means by which we provide water to those 
contractors. You are aware of that, that if you earmark a parti- 
cular source of water as belonging to a particular contractor with 
the State, then if that contractor has any legal right to the use 
of that water then no one else may participate in that use without 
his consent, right? 

MR, JENSEN: That is correct, 

SENATOR COBEY: And that means, then, that we couldn't work 
out either a pooling system or an exchange system affecting that 
particular source of water without that particular contractor's 
consent? 

MR, JENSEN: That is right. 

SENATOR COBEY: Which to my way of thinking, I will be 
frank to say, is completely at war with the fundamental concept 
of the integrated and coordinated State Water Plan that is going 
to be flexible enough to take care of the mistakes that we are 
bound to make in human foresight. Now, my second point is the 
ons that the Chairman touched on. I am interested in the fact 
that you want this California Water Authority, three from the 
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North and three from the South. What is Northern California, 








what exists north of Tehachapi? I would like to have the areas 
defined for the purposes of that authority. 


MR. JENSEN: I don't think that we had--that would be a good 









place to divide, yes, but I don't think we have attempted to too 
closely draw the line. 

SENATOR COBEY: Of course, the Governor was elected by 
popular vote from the entire population, and the Director of 



























Water Resources holds office at the Governor's pleasure, and as 
I recall, why south of the Tehachapis you have absolutely over a 
majority vote, don't you? 

MR. JENSEN: We have never had a majority influence thus far. 
We have a minority influence generally, 

SENATOR COBEY: So at this point you would be willing to 
settle for a 50-50 deal plus the Director of Water Resources, is 
that it? 

MR. JENSEN: Well, at the present time your illustration 
that the Covernor is from the northern part of the State and Mr. 
Banks is from the northern part of the State, we would be willing 
to settle for three-sevenths out of the whole, but we would like 
to be heard, 

SENATOR COREY: If you had a Southern California director, 
that would be four-sevenths under that logic? 

MR, JENSZN: Well, we would hope that he would be broad 
enough to veigh the different viewpoints and conclude with some- 
thing more then in favor of the place he came fron. 

SENATOR FISHER: You think all Southern Californias would 
agree one with the other? 

MR. JENSEN: No, fortunately change comes about because of 
difference of viewpoint and people accepting the viewpoints, and 
the most constant thing in life is change, sc you are bound to 
have change. 
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SENATOR COBEY: Now, I notice that you have advocated here 
on behalf of your district what I call the single-price policy. 
Perhaps the Chairman or some of the other members have touched 


on that, too. You are aware of the fact, of course, that in all 


































probability the initial contracts that are made will be for the 


cheapest water, are you not? In other words, the initial con- 





tracts will cover the present excess or surplus water in the Delta 





plus the firming up of water from the Feather River, Now, that 
is actually the cheapest water that is left in the State of 
California in an undeveloped stage at the present time; isn't that 
correct? 


I would agesume so, yes. 





MR, JENSEN: 
SENATOR COBEY: So if you earmark that water as for the 
persons who are fortunate enough to obtain contracts for it, you 
have given them a perpetual price preference over everybody else 
that comes along later, haven't you? 

MR. JENSEN: That is true with regard to the City of San 
Francisco and the East Bay Municipal Utility District at the 
present time, and all the other water users of the State are in 
that position today. 

SENATOR COBEY: Well, I know, but they developed their own 
water. This is a State developrent. 

MR. JENSEN: It will be developed by the money of the agen- 
cies who put up the money to make the thing a success who enter 
into the contracts and assume the burden, because at least under 
theory this project is going to be paid for by the beneficiaries 
and not by the State, 

SENATOR COBEY: I don't argue with your theory of the bene- 
ficiaries paying for the development, the cost of the development 
program. Where we differ is over whether or not any specific 
weter should be earmarked for any particular contracting agency 


and they should obtain what I have referred to as this perpetual 


yo 


price preference, and that leads me, of course, to another related 
subject that you have touched upon in your presentation, and that 
is, of course, as I get it, you are suggesting that all types of 
water users should pay their full, the full amount of cost that is 
allocated to their particular use, and that goes for agriculture 
as well, do I understand that correctly? 

MR, JENSEN: Well, the agricultural users under this project 
are going to be essentially limited to those of the San Joaquin 
Valley and they will, by virtue of their location, get a cheaper 
water than we will in the South and in my judgment the water will 
be so expensive after it crosses the Tehachapis that it can't be 
used for agricultural purposes, We won't even have the chance to 
have agricultural water, We might look upon the procedure and 
say, well let's have a uniform price for agriculture in the North 
and the South. That is what we do in the Metropolitan Water 
District regardless of location, We deliver water at the same 
price anywhere and regardless of the cost of distribution we 
deliver it at the same uniform price all over the district. Now, 
we are not asking that the State make a uniform price for agri- 
cultural water in Southern California as compared with Northern 
California as we do in the Metropolitan Water District. We merely 
say that anyone that takes water out of the system should pay his 


profata cost of getting the water, Otherwise, and of course, 


that contemplates our paying for the greater distance and assuming 
also the burden involved in getting the water over the Tehachapis. 
It won't be cheap water. 

SENATOR COBEY: If that amount is in excess of the ability 
to pay, why then under your concept that particular user would be 
excluded from the system? 

MR. JENSEN: That is correct, 

SENATOR COBEY: Is that correct? 

MR, JENSEN: That is correct, because the theory upon which 
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this bond issue is offered to the people of the State is that the 
water users are going to pay for it. 

SENATOR COBEY: Well now-- 

SENATOR FISHER: Do you agree with that principle? 

MR, JENSEN: I do, and we are prepared in the Metropolitan 
Water District to pay our full share of whatever it is necessary 
for us to assume, 

SENATOR DONNELLY: Mr. Chairman, could I interrupt? I just 
wondered would it be possible that the Metropolitan Water District 
would take the water that they are receiving now from various 
places and use that for agricultural development and then take the 
water that they get from Northern California and use that for 
domestic purposes? You wouldn't need to have a uniform rate 
throughout the State for agricultural purposes if that were the 
case, 

MR, JENSEN: Well, even so, that water is also an expensive 
water, much more expensive than the water within the Central 
Vailey. The Colorado River water is still a relatively high- 
priced water, 

SENATOR DONNELLY: Would it be as high as you would get from 
the North? 

MR. JENSEN: Oh, no. The water from the North is going to 
be a luxury water. 

SENATOR DONNELLY: That is one of the things the people in 
the North fear,.the possibility of large real estate development 
in the South and the use of northern water for that purpose and 
depriving the people of Northern California the opportunity of 
future growth and development. 


MR, JENSEN: The water that comes from the North will only 


be used for people amd it doesn't seem to ms that it makes any 


difference where people live, they are still citizens of Cali- 


fornia and entitled to water, 


















SENATOR DONNELLY: That is true, but you could use the 





water that you are now using for domestic purposes, which is 
cheaper water than you would get anywhere else, and use the water, 
that water for agricultural purposes or for development of other 
lands in southern California. 
MR, JENSEN: We have had people discuss whether or not we 
shouldn't have a two-price system, one for Colorado and one for 
northern water, and there has been no decision made on that point. 
We are going to have one sistem in which the water will be 
delivered and I don't believe that we can run a system that will 






segregate one kind of water from the other. There will be a 
























commingling of water. Our distribution system runs essentially 
north and south. Our importing system runs east and west, so that 
any water from the North would have to be distributed through the 
same north-south distribution system, 

SENATOR DONNELLY: Isn't it true that the water that is 
received from Owens Valley was obtained under the promise that 
it would be used for municipal purposes for human consumption 
in Los Angeles? And instead of that, isn't it being used for 
agricultural purposes in the San Fernando Valley? 

MR, JENSEN: Well, I would say this, that while in the eariry 
days the San Fernando Valley was an agricultural valley, at the 
present time there are about a million people in the San Fernanco 
Valley and agriculture has ceased to be a factor of any importance 
at all. And I would say that in the next five to seven to ten 
years there just won't be any agriculture in the San Fernando 
Valley. The enormous growth of housing in the San Fernanco 
Valley is displacing agriculture. 

SENATOR DONNELLY; That is one of the things we fear--if we 
give you our water you will have the population and the need for 
it and Northern California future growth and development will be 
stymied, 


But be that as it may. I am sorry to take so much time, 





Senator. 

CHAIRMAN TEALE: Senator Cobey again. He had some more 
questions to finish up. 

SENATOR FISHER: I wanted to pick up on one little-- 

SENATOR COBEY: Go ahead if it is all right with the Chairman. 

SENATOR FISHER: Did I understand you correctly, Mr. Jensen, 
to say within your own system, as a multiple agency, within that 
system delivering to other agencies your present thinking is that 
you will commingle the water? 

MR, JENSEN: I don't see how it can be avoided, 

SENATOR FISHER: In short, the agencies which buy from you 
will have no specific right to water from any specific source, 
is that correct? 

MR, JENSEN: They have at the present time a legal right in 
all the water we have, 

SENATOR FISHER: I am just asking you now about whether or 
not it is in your contemplation when you get water from the North, 
is there any contemplation by you or by your District that a 
member agency of the Metropolitan Water District may have a 
specific right to a specific amount of water from a specific 
source other than just out of your pipeline? 

MR. JENSEN: He has a specific ownership because every 
agency is equal, no matter when they joint the District, 

SENATOR FISHER: Mr. Jensen, I don't think you understood my 


question, Would the Orange County District be entitled to a 


specific amount of water from the Feather River assuming that you 
got some Feaths:- River water into your system and commingled it 
with water from Colorado River? 

SENATOR COBEY: Or wouid they have a right to the commingled 
amount ? 

MR. JENSEN: Well, we recognize that we have an entitlement 


based upon the assessed valuation. I don't think that we can run 












two systems and segregate the water. 


SENATCR FISHER: I am inclined to think the State can't 





either, and I am just wondering on what basis you differentiate 
the way you run your system from the way you are asking the State 


to run their system? 








MR, JENSEN: The system to be built by the present $1-3/4 
billion will be a complete integrated system within itself, built 








only for che purpose of distributing water which it acquires. If 
a new source of water is developed, that new source of water would 


require & new ~ystsm, and that is a new cistribution system and 








it would be separate from the present one, 
SENATOR FISHER: But, you would commingle the water and your 


member agencies would have no specific right to a specific amount 




















of water from a specific source, is that correct? 

MR. JENSEN: The Board has not yet acted upon what it will 
do in the matter of distribution of price, but as far as ownership 
is concerned, the ownership is vested according to the taxes thet 
they pay, so each of these districts has an ownership in that 
water. The problem of how that ownership would express itself in 
the delivery on water would be an internal problem, but the 
ownership would be there. 

SENATOR FISHER: That ownership changes from year to year, 
doesn't it? 

WR, JENSEN: According to taxes paid, yes. 

SENATOR FI£: ti: So it is not an absolute right in perpetuity 
to water from any specific sou -«? ‘They have only got a right Ut: 
delivery of some water withir the system according to assessed 
valuation? 

MR, JENSEN: They have an ownership in that water if you 
want to be technicai. The pro ,tem you are raising now is the 
question of how we are going to accomplish the distritution of that 
ownership, and I tell you I don't know that. 





































SENATCR FISHER: I interrupted Senator Cobey. I wanted a 
little light on this commingling. 

SENATOR COBEY: The water that you will get from the North 
under this program is much better quality water than you are now 
getting from the Colorado? 

MR, JENSEN: Well, we are inclined to challenge that because 
it is going to be sewer water from the Sacramento River unless 
there is a system of segregating it, and I don't know that you 
people are right in saying-- 

SENATOR COBEY: I am not inclined to accept your challenge 
because my area happens to be using that water right now and we 
happen to be testing its quality practically daily and we also 
know what the tests are in the Colorado River water, and I can 
assure you that there is no comparison in quality between the 
water out of the Delta and the water that you are now taking 
from the Colorado. 

WR, JENSEN: Well, of course, we have this great advantage 
on you. The water from the Colorado comes from a mountainous 
area where its change in character will not be noticed or affected, 
but the water you have from the Sacramento River is going to be 
affected by the amount of sewage that is discharged into the 
Sacramento River and the success of keeping the salt water out of 
the Delta. 

SENATOR COBEY: I think that last statement is correct, but 
actually as the development of the upper basin of the Upper 
Colorado goes on, your quality is bound toget worse, isn't it? 

WR, JENSEN: It can change to a certain extent. 

SENATOR COBEY: That is one of the things you are concerned 
about. 

MR. JENSEN: That is one of the things we are concerned 
about. 


SENATOR COBEY: Now, the second thing is, you are certain 
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that taking all of your taxes into account, both your District 
and the member agencies, that this State developed water will be 






expensive, more so than the water you are now getting? 






MR, JENSEN: It will be more what? 
SENATOR COBEY: Be more expensive, 
Mr, Banks' estimate contemplates 







MR, JENSEN: Most assuredly. 





the figures higher than our local supplies and it stands to reason 






that the pump 11ft will be much greater over the Tehachapis. We 






have to lift the water 1600 feet, but to get it over the Tehachapis 






the Lift will be greater. 






SENATOR COBEY: Are there available anywhere, or is there 






available anywhere any comprehensive studies showing the total 






cost of your water to the consumers in the various area: that you 






serve? 






MR. JENSEN: You mean using taxing and other-- 




















SENATOR COBEY: 





Yes. 





MR, JENSEN: Well, at the present time we are doing a littie 
better than breaking even out of the sale price of the water ana 
covering operation and maintenance of the system, but the taxes 
that we are paying in addition if the aqueduct were running at 
full capacity would amount to about $10 an acre-foot more. Now, 
we are running at half-capacity so we are paying in taxes about 
$20 an acre-foot and we are selling the water for $15 an acre- 
foot, which makes it about $35 an acre-foot actual cost as we 
are now operating. When we are running at full capacity, the 
cost should drop down to about 25--between 25 and 30 per acre- 
foot. Now, in addition to the untreated water we also have a 
treatment charge for the 350,000 acre-feet of water I mentioned, 
a treatment charge of $10 an acre-foot on top of that. The best 
estimate that Mr. Banks gives, and this is not in Bulletin 78, 
but I understand a report out of his office gives it at $33 an 
acre-foot for the water at Balboa in the San Fernando Valley, ard 
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$52 an acre-foot for the water in the Perris Valley. That would 
And , 

































be prior to taking the water into our distribution system. 
of course, the water at the Perris Reservoir could serve San 
Diego County and parts of Orange County without new facilities, 
but so far as the remainder of the water which would be distri- 
buted at Perris, we would have to build some kind of additional 
pipelines to handle it because the present pipelines are designed 
only to handle Colorado River water and they would not be able to 
carry any of the northern water. 

In other words, the points of delivery of water at $33 and 
$52 are only the beginning. On top of that we would have to ask 
something else so that our water running at 25 or 35 dollars an 


rr. 


acre-foot untreated would be compared with $33 plus "x" or $52 


plus "x 

SENATOR COBEY: Now, the tax that you are referring to is a 
local property tax, is it not? 

MR, JENSEN: That is correct. 

SENATOR COBEY: And so, your fiscal policy in this respect 
is that your users pay only the operation and maintenance costs? 

MR. JENSEN: Well-- 

SENATOR COBEY: In terms of total water toll charges. The 
rest is paid by a property tax? 

MR. JENSEN: Well, that is true at the moment, but the 
Metropolitan Water District Act provides that the price of water 
shall be set by the Board so far as practical to cover all of 
these costs, the maintenance and everything. Our good attorneys 
tell us, though, that no court will challenge what the Board 
does and thus far those of us who want a higher price of water in 
the Board haven't succeeded in getting it, but we are still hope- 
ful we will readjust the price of water so the taxpayer will not 
he Called upon to carry the great load. The taxpayers have 
already paid some $300,000,000 of taxes. 
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SENATOR COBEY: So the policy you recommend with respect to 
State developed water is not the policy you are following at the 
present time in the District? 










MR, JENSEN: Oh no, you are wrong in that. We expect if we 
get State water we are going to collect a lot of taxes to pay for 


it, especially in the early stages. 

































SENATOR COBEY: I think you missed my point. You just said 
in your own pricing policy to the District you merely charged the 
users in terms of water tolls or rate charges because of operation 
and maintenance and the capital cost is entirely paid by the taxes. 
But as I understand the presentation you have made to this Com- 
mittee you are recommending to this Committee that the State 
recover its capital cost for its development as well as the opera- 
tion and maintenance charges from the water users at the rates 
that are set forth in these contracts? 

MR. JENSEN: Well, the difference would be that each contract- 
ing agency would buy the water in a State Water Project, the tax- 
payer is going to have to carry the heavy load in the first part 
of the District because you have to build the aqueduct at full 
Capacity, but you only run a small amount of water through it, 
and during that period the taxpayer is carrying all the load. ©. 
the taxpayer of each contracting agency would have to carry his 
part of the taxes and then the water used would be sold at some 
arbitrarily determined figure, and between the two each agency 
would do it. I am advocating that your State Plan be exactly as 
our plan is because when we make a contract to buy northern water 
we expect to place heavy taxes upon our taxpayers and that the 
taxes in the first instance for the first 15 to 20 years are 
going to carry essentially the total load and the water user is 
Only going to carry a small part. We advocate that for everybody 
3lse. 


SENATOR COBEY: Wnat you are telling me is, notwithstanding 
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the diversity and variety within the State, that you are recom- 
mending a uniform policy under which the State shall delegate 
to the contracting agencies the question of how the cost of 

this water is to be borne within the service area of that parti- 
cular agency? 

MR, JENSEN: That is exactly what the zone question asks and 
implies and we concur in the idea of having fixed prices for 
fixed zones depending upon how you establish the zones. 
SENATOR COBEY: You appreciate the fact that you happen to 
serve the area of greatest population concentration and also the 
area of greatest assessed value within the entire State of Cali- 
fornia and that the remainder of the State does not compare, 
frankly, in either density of population or assessed value to the 
area that you serve? 

MR, JENSEN: Nor in distance from the point of origin and 
that great distance makes an enormous difference in the cost that 
we have to pay. We are not going to be able to buy any water that 
we can sell for agricultural purposes and I might refer to the 
Senator's question. Agriculture is actually going down in our 
area already and the general experience we have is that whether 
the water is used for agriculture or whether it is used for people. 
per acre the quantity is about the same so that when agricultural 
land is taken over by housing, there is not an increase in the 
consumption of water. It is approximately the same, 

SENATCR COBEY: Well now, you are aware of the fact that 
there is a great range in the price of agricultural water in 
California. For example, in your area agricultural water costs 
considerably more than it does in the San Joaquin Valley. 

MR, JENSEN: Yes, that is generally true, because even the 
cost of pumping water out of the ground is a higher cost than 
water sold in the valley. 

SENATOR COBEY: And you are also aware that generally 
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speaking in Northern California there is a tremendous range 
between the cost of agricultural water on the one hand and 
domestic and industrial water on the other? 
MR, JENSEN: Yes, that is true. 
SENATOR COBEY: And you are aware that generally speaking 































the state water program will supply supplemental water. In other 
words, it will be supplying water in addition to the water that 
is presently being supplied just as in your area you will supple- 
ment the Colorado River supply with this supply from the State, 
correct? 
MR, JENSEN: 
SENATCR COBEY: Now, in that situation do you think that you 





Yes, that is correct. 


should upset the competitive pricing structure as between the 
various agricultural areas and the cost of their water? 

MR, JENSEN: Well, if you set these zones here and they buy 
their water, it is their business within that zone to adjust their 
own problem. We don't attempt to adjust the problem for them, 

We merely say that they pay what it costs to get the water to then, 
Then they take that water and they take their local problem and 
they solve that problem locally. 

SENATOR COBEY: Yes. Well, we appreciate your concern in 
giving us a local problem, but isn't it quite a different local 
problem when you first recognize the fact that generally speaking 
certainly on a per capita basis agriculture uses a much greater 
volume of water than any other type of use, does it not? 

MR. JENSEN: Yes, it does. 

SENATOR COBEY: And you get into an egricultural area like 
the San Joaquin Valley, and you say to them, we will charge you 
@ zone price to that area based upon that distance and you can 
spread it as you like. It is quite a difference between spreading 
it over a sparcely populated area that is basically agriculture 


in nature and an area such as yours, Mr. Jensen, where you have 
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a tremendous concentration of population to absorb this spread. 


WR, JENSEN: Well, that is compensated for by the fact that 





your price of water is basically going to be much lower than our 
price. 

SENATOR COBEY: Yes, but it already is--I mean our farmers, 
for example, who are in competition with some of your farmers, 
for example on milk and alfalfa, are paying a much lower water 
price right now than your farmers are and that happens to be their 
one competitive advantage over your farmers who have a longer 
growing season and are closer, for example, to your market, the 


Do you think that competitive structure 





Los Angeles market, 
should be disturbed? 
MR, JENSEN: Now, let's take first your point on alfalfa. 
Alfalfa growing in Orange County has ceased entirely. It is true 
that milk is pvcduced in Los Angeles County but it is produced 
from alfaifa that is hauled in either from the Imperial Valley or 
the San Joaquin Valley and the only thing that they have in Los 
Angeles County are the cows and so that covers the dairy situation. 
So far as alfeaifa is concerned, Orange County has discontinued 
using water for alfalfa. As far as walnuts are concerned, the 
walnut industry has left Southern California almost completely 
and gone up into the San Joaquin Valley. 

When I cameinto Southern California in 1917 the country was 
full of walnut groves and walnut packing houses. There isn't a 
Walnut packing house left in Orange County or Los Angeles County 
today. he area has gone through the problem of destruction of 
these walnut groves and replacement by other things. The only 
place that I can see where agriculture is competitive in Southern 
California with Northern California is in citrus production. 

SENATCR COBEY: Basically what you have in Southern California 
js an urban area, as I see it, with a declining agriculture, is 


that not right? 













MR, JENSEN: That is correct, 


SENATOR COBDY: Now, in the San Joaquin Valley we have no 








We expect a population 





anticipation of ever being an urban area, 
growth, but we expect to continue to be basically an agricultural 
area. Now, are you going to apply the same rules, so to speak, 
to two areas whose basic economies are completely different? 
MR. JENSEN: Well, all that we are saying is that we are 
willing to contract and pay for the total cost of bringing what- 




























ever water we get into Southern California, Now, insofar as the 

other areas are concerned, we expect them, and we have understood 
in the presentation of this State Water Plan, that the other 
areas would likewise carry their share of the load, 

SENATCR COBEY: Weil now, historically, for example, in the 
San Joaquin Valley, the agriculture water use has been subsidized 
by power revenues, by excess power revenues, whether they are 
private power revenues or public power revenues, You are well 
aware of that? 

MR, JENSEN: They have been subsidized by the reclamation 
service spending half a billion dollars in the Central Valley, 
which is interest free, which is an enormous subsidy. 

SENATOR COBEY: I am not referring to that alone, I am 
referring to such a situation as exists in the Merced Irrigation 
District where the Merced Irrigation District takes in half a 
million dollars in power revenue a year on the average through 
@ contract with the Pacific Gas and Electric Company, and which 
revenue is used to reduce the irrigators' water bills. That is 
what I refer to as a subsidy, power subsidy. 

MR. JENSEN: Yes, they are very fortunate. 

SENATOR COBEY: Well, my point is that you are going to, 
when this State developed water is offered in the San Joaquin 
Valley, it is going to be offered in competition with this locally 
developed water which is power subsidized and this southerly 
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developed water that you have referred to which is also subsidized, 
Now, as I get it why you are just telling us that since the 
State program should have no subsidy in it, then as far as San 





Joaquin Valley agriculture is concerned, they should be out of the 
State water program, because they can't afford to be in on a 
100 percent repayment basis? 

MR, JENSEN: Well then, what you are leading up to is that 
the rest of the State should subsidize agriculture in the San 
Joaquin Valley. Is that the point you are making? 

SENATOR COBEY: The point I am making is that historically 
agricultural water has been subsidized because of the tremendous 
volume that is used in relation to its rather limited ability to 
repay and that in all probability if you are going to price this 
water competitively, you are going to have to subsidize that 
water in terms of asking the other water users to pay part of 
this agricultural water bill, Now, in that connection, of course, 
you are well aware of the fact that to the average urban city 
user, his household water bill is a very small item in his cost 
of living, isn't that correct? 

MR, JENSEN: It is relatively small, yes. 

SENATOR COBEY: But you are also well aware that to a farmer, 
what he pays for his water may determine whether or not he stays 
in business or whether he plants a particular crop or not, 

MR, JENSEN: That is true. Now, I am not responsible for 
the general policy of the State or the plan by which 1106 has 
been presented by the State. I am only speaking about the fact 
that we in the Metropolitan Water District are ready to pay our 
full and fair share of the cost of bringing the water to us. If 
there are to be subsidies they should properly be so labeled and 
the taxpayers of the State who are going to make up the difference 
should be called upon to do it andi not the individual water users 


in the present system, 





SENATOR COBEY: Another thing that concerns me, Mr. Jensen, 







representing an agricultural area, you say that in times of 


scarcity why the proration shall be made upon the basis of water 


































use priorities, and you refer to industrial use as a domestic use, 
Why should industry, which is one form of business, have a priority 
over agriculture which is another form of business in regard to 
the use of water? I am just inquiring, Mr. Jensen, about the 

equity of giving one segment of the business economy a priority 
over the other segment in the use of water, 

MR, JENSEN: Well, I think you have a good point when you 
compare agriculture and industry but when you compare people one 
with another, wherever those people live is not material. The 
fact they are people and citizens of the State puts them on an 
equal footing whether they are in Los Angeles or in San Jose or 
in Sacramento or on a farm, 

CHAIRMAN TEALE: Mr. Jensen, I am going to ask that we take a 
five-minute recess. 

(Thereupon a short recess was taken. ) 

CHAIRMAN TEALE: We will bring the meeting to order again. 

We are going to resume, and I would like to see if we can finish 

with Mr. Jensen, not finish him, but finish questions, by 11:30, 

and I would like to interrupt Senator Cobey's line of questioning 
to ask another question along the same vein. Now, Mr. Jensen, as 
I understand it, you are an advocate that, first, the user repay 

the cost of the water? 

MR, JENSEN: That is correct. That is the contracting agency 
pay. The individual user will be dealt with through his contract- 
ing agency. 

CHAIRMAN TEALE: Well, whoever the agency is. 

MR. JENSEN: The contracting agency is the responsible party, 
is responsible for the cost of facilities that serve him and the 
cost of operating them to bring the water to hin, 
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CHAIRMAN TEALE: Yes. Now then, to divert our attention 





just a moment, in the construction of the State water facilities 









as is anticipated by Senate Bill 1106, it is required, I under- 
stand, that the State Water Fund be utilized in the first con- 





struction, be utilized insofar as it is available for construction, 


I also understand from the Legislative Counsel that there is no 





























requirement that the State Water Fund be repaid. In other words, 
it must be used first in construction, but it does not necessarily 
have to be repaid, and there is no statement as to whether, if it 
is repaid, it should be repaid with interest or not. Now then, 

if the State Water Fund does not have to be repaid and it is 
utilized to construct the early stages, and if the contracting 
agencies are given a firm water right from a specific source of 
water, then it would appear to me that if there is no repayment 
to the State Water Fund there would be a tremendous subsidy to 
the first contracting agencies, Now, what is your impression of 
that? 





MR, JENSEN: My answer to that is so far as we are concerned 
in Southern California, when we make the contract we will make a 
contract that will accept the responsibility for those features 
which you have mentioned. If the other agencies who contract for 
water contract for water and fail to do the same thing, then thai 
burden wiil fall upon ali taxpayers of the State, and since we 
are going to pay more than half of the taxes of the State and we 
are only going to get about a third or less than a third of the 
water, we are going to carry the greater part of the load than 
any other part of the State. 

CHAIRMAN TEALE: Now, you anticipate that the user will 
repay for the facility? 

WR, JENSEN: We do, and we are prepared to. 

CHAIRMAN TEALE: And you would essume that the future user 


from later-constructed facilities would also repay the full cost 
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of that facility? 

MR, JENSEN: That is correct, and the point you ere making is 
that later users will have to pay a higher price for the later 
water which he gets and the answer to that is that that is the 


history of California up to this time, That has been absolutely 

































the case in every instance, The illustration of the Merced 
District is an illustration where that particular group of users 
is enjoying a benefit which the bulk of the users of water in the 
San Joaquin Valley and Sacramento Valley do not enjoy. 

CHAIRMAN TEALE: That was not the concept I have of a State 
water system at the moment, That is my personal observation, but 
the reason I was asking the question was to get your impression as 
to what the thinking of the. Metropolitan Water District is in 
regard to whether or not the State water system is to be an over- 
all water system, that all users will pay their proportionate 
share of the entire system or if it is your feeling that the users 
will pay for only those facilities from which they obtain their 
immediate supply of water? 

MR, JENSEN: Well, they will pay their share of the cost of 
the water from the source to their point of delivery. After the 
water passes their point of delivery, that is the burden of the 
fellows farther down and since we are at the tail end, it means 
that we are going to pay a share of all the facilities all the 
way down and then the additional cost of the facilities that go 
over Tehachapi and also all the cost of distribution within our 
own District, 

CHATRMAN TEALE: At our last hearing there was a statement 
made and the department made a point of the fact that there were 
two portions of this system, There was a collecting system or 
production system wnich consisted of dams and facilities of getting 
vater to the Delta. And from the Delta there was a distribution 


system, and those could be considered as two separate systems. 


alin 






Now, we assume that every man who uses out of the distribution 




































system will pay for his share of the distribution system, The 
thing I am concerned about is the fact that our production 
facilities, our first ones are going to be relatively cheap and 
as we utilize more water then we must have more expensive pro- 
duction systems and perhaps systems that will be financed from 
bonds upon which we will be paying interest as against a system 
that is financed from the Water Fund perhaps at no interest and 





perhaps with no repayment. 





As you use water, an increasing 
amount of water, will your organization, your agency, be willing 
to accept the responsibility for that increased cost? 

MR, JENSEN: If we come back for a second helping we will 
be willing to pay for the second helping. 

CHAIRMAN TEALE: Senetor Cobey, you had some more questions, 
I think. 

SENATOR COBEY: Well now, I notice, Mr, Jensen, that you 
state that you don't want the Legislature to ratify these con- 
tracts. What if we haven't worked out these principles by the 
time the first contracts are let? Do you think that the Legis- 
lature should abdicate its policy-making functions in this 
respect? In other words, the contract is made by the Executive 
Branch and that is the end of it? 

MR, “cNSEN: Well, that is where the Legislature left it. 
You have left the power according to Mr. Banks and Mr, Brody,as 
we understand, they have the authority to make these contracts. 

SENAT(R COBEY: Yes, that is the situation now. I agree 
with you, 

VR. JENSEN: We have no objection and we think it is a very 
fine thing that you are doing, that the Assembly is doing in 
studying these problems so that if the State contract isn't 
acespted, you are going to be in a pcsition to step in and make 


the corrections. We have no complaint against your policy of 
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considering these matters and we certainly hope the Legislature 






will never abdicate, We like the position where the Legislature 






functions as a representative of the people, 





SENATOR COBEY : I have no further questions at this time, 





CHAIRMAN TEALE: Senator Slattery. 






SENATOR SLATTERY: Mr. Jensen, on this question of firm 







supply, which I umlerstand is a very important basis of your water 
policy, that is a firm supply that can be depended on year after 






year for your district? 






MR, JENSEN: That is right. 





SENATCR SLATTERY: Do you not think that very likely or 





possibly, we will say, that this firm supply demand from Southern 






California might not be the rock on which Senate Bill 1106 would 







founder? 





MR. JENSEN: I hope it doesn't founder, I hope we can find 









a way out of all of the problems. 






SENATOR SLATTERY: Well, let's take the sort of dark view cf 























this thing and say that we don't find our way out. Now, wouldn't 
you agree that if we don't find a way out, that the way that it 
has been taid down in Senate Bill 1106, that eventually some other 
way is going to have to be found? 

MR, JENSEN: Yes, I think another way will have to be found 
if 1106 doesn't work. We haven't takmthe attitude it doesn't 
work, We have taken the attitude we think it should be changed 
and we are not prepared to say at this time, nor will we make a 
decision until later on as to what our ultimate position will be. 
We are going to try to get changes made and we think and we haves 
asked the Governor to call a special session of the Legisiature 
for the purpose of having changes made, but we don't want to be 
put in the position that we are going to draw a line through 1106 
and want to see 1106 changed so we can work with it. We believe 
in a state-wide water system. We believe that what has benefited | 
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southern California in the Metropolitan Water District would 
likewise benefit the State on a Metropolitan Water District basis. 


In fact, the Statement which we prepared on February 10 of a 


state-wide water plan outlined our policy with regard to the 
Metropolitan Water District and we endeavored to see it established 
on a state-wide basis. 

SENATOR SLATTERY: Well, let's pursue just another minute 
here the rather dark picture, we will say, of what would be the 
outcome of the failure of Senate Bill 1106 as to the passage of 
the bond issue, 

MR. JENSEN: Well, we would have to try again. We have to 
have water in Southern California, We admit that and we are going 
to have to keep on trying. 

SENATCR SLATTERY: However, in any subsequent attempt to work 
out a system, this statement of policy that you laid down would not 
be changed, would it? You would still hold to these same concepts, 
we assume? 

MR. JENSEN: I rather think we would because they represent, 
except for the negative vote of one man, they represented the 
unanimous action of our board, and as you know, this water policy 
statement goes back alli the way to 1952 and has been developed 
very slowly and carefully. 

SENA CR SLATTERY: Regardless, then, of how we would develop 
the water and in case this thing doesn't go as some people think 
it may not, in whatever way we would develop the water, you would 
still hold to this firm-supply concept? 

MR, cENSEN: I think the firm-supply concept is a fundamental 
in our thinking as far as I can see, but to say that there will 
never be a change is to say there will never be progress. I can't 
see any Change in our position, 

SENATOR SLATTERY: Now, you made the statement here that you 
pecple would be willing to pay under certain circumstances for the 
second helping. 
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WR, JENSEN: That is correct, 
SENATOR SLATTERY: Now, undoubtedly if this plan does go 
through, there is going to have to be a second helping and maybe 

a third and fourth helping? 

MR, JENSEN: That is right. 

SENATOR SLATTERY: The question arises, of course, who is 
going to have to come in for that second helping and we just 
wonder if those whose needs have been satisfied at the first 
table are going to be willing to come in and assist at the second 
table? 

MR, JENSEN: I naturally think they would. 

SENATCR SLATTERY: Well, I hope they would. 

SENATOR COBEY: If they had eaten fully at the first table? 

MR. JENSEN: Well, that is not quite the comparison because 
the people who come in and settle in an area later, they don't 
get in on the first table. They also are coming up to the second 
table. 

SENATOR SLATTERY: Thank you, that is all the questions. 

SENATOR DONNELLY: I would like to ask Mr, Jensen a question. 
Mr. Jensen, I think the question of a firm water supply has been 
one of the stumbling blocks between North amd South, and the thing 
that has bothered me all along is why, considering that the water 
supply is going to depend entirely upon Nature's bounty, why is it 
that Southern California is not willing to take its chances almeg 
with Northern California, depending, of course, on the amount of 
rainfall and so forth, We have had droughts in Northern California. 
We experienced a slight one this year and there might come a tiie 
when the water would be needed desperately by the people in 
Northern California, and despite that you want a firm water suppiy 


sO you could take the water regardless of whether we needed it or 


not. 


MR, JENSEN: No, in those cases we would expect a proration 
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as our Statement says. 

SENATOR DONNELLY: Well, how would you get that if you had 
a firm water supply? 

MR, JENSEN: Well, if it doesn't rain, no matter how firm ow 
claim is, it is still dependent upon the rains. 

SENATOR DONNELLY: But, you would take your pro rata no 
matter how desperately we needed it. 

MR, JENSEN: We would only be taking it for people. 

SENATOR DONNELLY: That might be true, but I don't know-- 
you do have some agricultural uses down there and business and 
others and we in the North might need the water because we are 
gradually growing, too. I know in the county I represent a few 
years ago our directors of our irrigation district and I think 
our supervisors were of the opinion that certain districts in 
our county were so developed that we would never need any addi- 
tional water, but the supervisors made a survey a year or two 
ago and found our county, and to our surprise and those districts, 
that they are going to need future water, so you can't tell what 
the growth of California is going to be, how the various sections 
are going to be settled and for that reason there is a desperate 
fear in the minds of a lot of people in the North regarding this 
position that you have taken in regard to a demand for a firm 
water supply. If you are willing to gamble on the elements the 
same as we are I don't think there would be half the opposition. 


MR, JENSEN: We do express our willingness to have proration, 


SENATOR DONNELLY: It wouldn't satisfy us if we need it 
ourselves, 

CHAIRMAN TEALE: Senator Christensen, you have some questions. 

SENATCR CHRISTENSEN: Mr. Jensen, following out Senator 
Slattery's and Senator Donnelly's question with regard to a firm 
vater supply, as I understand it, the policy of the district as 
set forth in the presentation here is to have that right arise at 
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the time of the execution of a contract? 



































MR, JENSEN: That is right. 
SENATOR CHRISTENSEN: With reference to certain areas of the 
State which might not be in the position, or certain agencies in 
the State which might not then be in the position to execute any 
contract, the position of those areas was,at the time this bill 
was enacted, that the bill was deficient not only in not assuring 
a firm water supply to the prospective contractors such as the 
Metropolitan Water District, but also it was deficient in not 


assuring a firm reservation to those agencies which might subse- 


Do you see any fundamental difference 





quently become contractors. 





in the position of the counties of origin or the prospective 
contractors for purchase of water in the areas of origin and the 
position of the Metropolitan Water District seeking to have a firm 
water supply and those areas seeking a firm reservation? 

MR, JENSEN: Well, in the statement that the Metropolitan 
Water District made in its water policy statement which has been 
mailed to all members of the Legislature, on page 4 in item (1) 
we have this: 

"Subject to vested rights and specific reservations to 

ounties of origin the title of the State to the water it will 
contract to deliver, should be firm so that the water cannot be 
recaptured at a future time and so that there will be reasonable 
assurance that the contractors who supply the funds will receive 
water," 

I think the positions are identical and we would not be 
interested in taking any water that a county of origin legitimately 
felt it needed. 

SENATOR CHRISTENSEN: Even though at that time the Metropoli- 
tan Water District might have executed a contract which would 
insure the firm water supply, which you contemplate should be done, 


there was no contractor or contracting agency in a position to 
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enter such a contract at the same time the Metropolitan Water 
District did in the county or origin or the area of origin? 

MR. JENSEN: Well, at that time a specific reservation could 
be made for the county of origin so that that water could be set 
aside for it. We haven't attempted to strip the county of origin 
of that water. We realize that they are entitled to a reservation 
for their local economy. 

SENATCR CHRISTENSEN: So, insofar as this bill should receive 
further consideratim by the Legislature at the next Session as 
you have suggested to the Governor, that consideration should 
extent not only to the matters of a firm water supply for the 
contracting agencies such as the District, but also consideration 
of a specific reservation for the counties of origin such as-- 
your amendments were proposed and rejected and our amendments 
were proposed and rejected, isn't that so? 

MR, JENSEN: Well, we have that in common. 

SENATOR COBEY: Mr. Chairman. 

CHAIRMAN TEALE: Senator Cobey. 

SENATOR COBEY: Mr. Jensen, what if the specific reservations 
prove to be subsequently inadequate? What if the one look in the 
crystal ball proves to be low? 

MR, JENSEN: Well, if some people settle sanewhere else in 
the State, are those people to be wiped out in order to take care 
of an anticipated growth estimated in the future? Shall that be 
made possible when people are actually using the water? Remember 
you are dealing with people, and people, no matter where they live, 
have an equal right under our law, Whether the people come 
first or whether the particular spot comes first that may have a 
greater need, at least so far as is humanly possible at this time, 
we are thoroughly agreeable that all vested rights must be 
respected and that a county of origin is entitled to have a certain 


amount of water set aside, but what difference does it make if 


pias 





there is a limited amount of water where the people use the 






water? It isn't where they use it. It is the fact they use it 





that is the paramount thing. 






We are concerned about the future of the 





SENATOR COBEY: 





area. 





MR, JENSEN: Well, the future of human beings is still more 






important than the future of any particular area. 





SENATOR COBEY: Well, I mean, for example, you have been 






extremely foresighted in your development of the Colorado River, 






but if California prevails in this suit, haven't they in effect 






put a ceiling on the State of Arizona so far as any further 







development in Arizona is concerned? 





MR, JENSEN: Well, if the water isn't there-- 






SENATCR COBEY: It isn't there because it has been taken to 








Southern California. 





MR, JENSEN: No, it was divided in 1922 by the Compact, 





















SENATOR COBEY: I realize that you overestimated the yield 
of the Colorado, but I am not referring to that specific fact, 
I am just referring to the fact that under your theory the guy who 
gets in there first, it is just too bad for the fellow that 
happens to come in last, even though the water originates in his 
area or whatever the case may be. 

MR, JENSEN: Well, your parallel with Arizona, the water 
doesn't originate in Arizona. 

SENATOR COBEY: But it is a iot closer along the line. 

SENATOR MILLER: It seems to me you get into a discussion of 
people being people. I think we ail pretty well recognize that 
ana that once they use the water that taking it away is a rather 
serious and difficult matter. However, there is no one or few, 
if any, that are going without water today, sc what we are reaily 
talking about, I believe, is that delivery of water in the future 


to provide for the growth and cevelopment of a particular area. 


ult Qe 


Now, we can talk about what is going to happen 40 years from now. 
If you anticipate that there may be a shortage within an area, 

I think you certainly know and must recognize that the delivery 
of water to any area for future use is going to aid in the growth 
and development of that area and the eliminationd water from 
another area, from the lender area, so to speak, is going to 
result in a stifling or the limiting, at least, of the growth and 
development of that area, So that is why those considerations 
should be made now because nobody is going to take any water from 
anybody ever. Even the all-powerful Senate Water Committee and 
the all-powerful Metropolitan Water District and all these all- 
powerful political water groups aren't going to do any such thing. 
It is either going to be done by providing the water for future 
water development, and once it is done it is done. 

CHAIRMAN TEALE: Senator Fisher, 

MR. JENSEN: Don't you realize that the 
moment that quantity of water we get is used up, it also has 
limited out growth in the future just as well? 

SENATOR MILLER: Absolutely. We don't think--we think 
Southern California is too big already. 

VR. JENSEN: Well, I am afraid there are a lot of us that 
agree with you. It would be much better if we could have the 
smog-free days which we had 25 years ago. 


SENATOR MILLER: We see a lot of fine mountain area in 


Northern California. We are trying not to look like we are 
being provincial, I am sure, but we would like to see some real 
growth and development in that area. We find people follow water. 
If you look in the Atlas you find in maps all over the world, 
with the exception of Los Angeles and two other places, people 
have followed water. 

CHAIRMAN TEAIE: Senator Fisher. 

SENATOR FISHER: I would like to ask you, Mr, Jensen, on 
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page 2 of your statement-- 





MR. JENSEN: The water policy statement or the statement to 
the Committee? 
SENATOR FISHER: It is a quote from the policy statement 
with regard to the vested rights and specific reservations. Have 
you any, and I know that you don't talk about anything but the 


county of origin. You make no reference to the Watershed Protec- 


tion act, Was that intentional? 


MR, JENSEN: Well, I rather would admit that it was. We are 
very much concerned about what the Watershed Protection Act means 
and some form of relief in connection with it. 

SENATOR FISHER: Your feeling is that the Watershed Protection 
Act should be repealed and not made a part of Senate Bill 1106? 

MR, JENSEN: Well, I-- 

SENATOR FISHER: You understand it is part of it now? 

VR, JENSEN: Yes, it is part of it. Possibly by contracts 
or otherwise we might be spared the burden of it. 

SENATOR FISHER: Well, I am asking you whether you think 
that this is one of the changes that ought to be made in the bill? 
You are asking for a number of changes in the bill and you now 
admit that there is some foresight in mentioning only the county 
of origin. I am asking if, by implication, you are also asking 
that the bill be amended in that respect? 

MR. JENSEN: We are esking that that problem be met and 
solved, 

SENATOR FISHER: Wel2, I am asking what your advice is? is 
it one of the changes you want in the bill? 

MR, JENSEN: We want protection with regard to that, 

SENATOR FISHER: I am asking if you think the protection is 
by eliminating it from the bill, 

MQ, JENSEN: Well, that would be the most perfect protection. 


SENATOR FISHER: Have you got any other suggestion along 


hye 































that line at the moment? 

MR. JENSEN: Not at the moment, We are hoping we will get 
some kind of relief, 

SENATOR FISHER: Well, assuming specific reservation is not 
to the watershed only, but to the counties of origin, may I ask 
you in what manner these specific reservations should be deter- 
mined? 


MR, JENSEN: The State Water Rights Board now has the right 





to determine them under the County of Origin Statute. 
SENATOR FISHER: Is it your view that that is sufficient? 
MR, JENSEN: I haven't seen the amendment that Senator 







Christensen has proposed, but if he so amends I would say they 
should be given serious consideration, 


SENATCR FISHER: Did the Metropolitan Water District appear 
























against Senate Bill 879? 

MR, JENSEN: We didn't appear on any of those bills, We 
thought we had an understanding with the Southern California 
delegation that if we would keep our mouth shut they would do a 
better job than we could, 

SENATOR FISHER: I am asking you now what your opinion is 
on Senate Bill 879? 

YR, JENSEN: Would you explain 879? I don't recognize it 
by number, 

SENATOR FISHER: That is Senator Christensen's bill for 
making an ultimate determination-- 

MR. JENSEN: For the county of origin, I think that would 
be fine. ; 

CHAIRMAN TEALE: Senator Cobey, one last question, 

SENATOR FISHER: I note on page 35 of the statement you made 
this morning that you made some reference to, some suggestion 
that Senate Bill 1106 be amended to provide adequate funds to 
complete the facilities? 
ke 

































MR, JENSEN: Yes, we feel that Senate Bill 1106 has tied up 
ail the revenues to pay for the bonds, the $1-3/4 billion of 
bonds and after that any additional revenues could not be applied 
on the second bond issue, and we think that there should be a 
liberalization, and if there isn't enough money in, and we don't 
criticize the determination--we recognize that the determination 
is only an estimate, and we have been placed in the combat and we 

recognize the fact and we feel pretty sure there is going to be 
more money needed than $1-3/4 billion to perfect the system, but 
that might .be taken care of-- 

SENATOR FISHER: Might I interrupt--by "system" you are 
talking about those facilities mentioned in Senate Bill 1106? 

MR, JENSEN: That is correct, and that it might be, for 
example, in making the contracts that the contracting agencies 
could bind themselves to pay for their share of the facility ard 
aiso to pey for the additimal costs that might occur, That 
might be worked out in contracts, but it is still open and the 
revenues under Senate Bill 1106 are so tightly tied to the 
billion and three-quarters that they essentially can't be used 
for anything else, 

SENATOR FISHER: Well, I am not quite sure I agree with you, 
but I am wanting to find out in what respect and to what extent 

e you think that the moneys available under 1106 will be deficient 
to build the facilities which are listed in the bill. 

MR, JENSEN: We think they will be deficient by maybe two 
or three hundred miliion dollars and we thirk particularly that 
that facility which is supposed to cross the Antelope Valley and 
go down the Cajon Pass and over to Lake Perris, which is estimated 
to cost $350 million, we thinkthat that should be open to further 
analysis. We are nct yet prepared to make a statement on that. 

We have instructed our chief engineer to do it, but fundamentally 
if two-thirds of the water is to be delivered in Riverside County 


i. 






at $52 an acre-foot and only one-third is to be delivered in the 
San Fernando Valley at $33 an acre-foot, there is an enormous 


differential in price and we think that particular problem 

































deserves looking at. We are not prepared at this time--we are 
having our engineers make a study of that particular problem to 
see how our distribution will be affected by those supposed 
delivery points. 

SENATOR FISHER: It will be absorbed by those who use it 
out at that end of the line. 

MR, JENSEN: No, I think the district is goingto have to act 
as one wnit and levy taxes and wherever the problem falls it wili 
fall on all of us equally. 

SENATOR FISHER: Then are you implying that the State should 
not have the right to contract with any agency in Southern 
California other than the Metropoliten Water District? 

MR. JENSEN: No. We are only saying that any agency that 
wants to contract with the State should pay for its share of the 
facilities to make that contract possible. If they are within 
the Metropolitan Water District, the Metropolitan Water District 
absorbs it. but if they are not in the Metropolitan Water District, 
it is their problem to pay for their service, 

SENATOR FISHER: You understand that the State in its 
testimony at cur last hearing indicated that they felt that they 
would be required to deal with any comer whether they were singie 
agency or an agency within a superagency such as yours, 

VR, JENSEN: That is correct, But if you accept the 
principle that each agency is going to pay for the service it 
gets, that will be up to those areas to meet that problem, 

SENATOR JOHNSON: The only reason I didn't have any questions 
at the moment--I was given the opportunity but I was unaware of 
the fact it was intended to interfere with the watershed erea, 


We definitely would oppose any change in the watershed area 
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because the Feather River as it is now proposed, the county of 
origin could be rather easily taken care of, whereas the water- 
shed area is all that area south of there which is desperately 
in need of water at the moment. 


YR, JENSEN: 





I have always understood that the State Plan 
provided for a substantial quantity of Feather River water im- 
pounded by the Oroville Dam to be made available for that area 
below it, 

SENATOR JOHNSON: That is what we want to be sure of, Mr, 
Jensen, 

“M., d@NSEN: I think you are right in that regard and I 
thought that the buiiding of Oroville Dam would do that, 

CHAIRMAN TESIE: Senator Cobey. 

SShAaTOR COCBEY: To highlight this matter, Mr. Jensen, on 
the differcnce betweon agricultural and urban economy I notice 
that your district has a population of 7 million people and a 
service erea of 3300 square miles, and yet the total amount of 
water that you took from the Colorado, I presume in 1958-59, was 
ony 605,900 acre-feet. Well, under the amended exchange con- 
tract our contractual allotment for 250,000 acres cotaining a 
few thousand people is 665,000 acre-feet, That gives you a 
little idea of the difference in the water demand of an agricul- 
tural erse ard an urban area. And 150,000 acres of that area 
that I just mentioned, this year our gross water use was in 
excess of 4 acre-feet per acre, 

Now, also it is the experience with that exchange contract, 
we wrote it ociginaily in 1939 when the Central Valley Project 
was set up and we rewrote it in 1954, and both times we provided 
for an increased supply of water. Both times we thought that 
we had taken care of ourselves in perpetuity and yet this year, 
our first dry year, we found ourselves again short of water and 


that is what bothers me and concerns me about this one crystal 
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ball look when we write specific reservations and write specific 





contracts or fixed amounts of water. I don't think the history 
of human foresight in water matters in California justifies that 
reliance upon its accuracy. 

CHAIRMAN TEALE: Senator Fisher, one more question. 

SENATOR FISHER: Mr. Jensen, assuming that the Legislature 
was unwilling to change Senate Bill 1106 in the regard which you 
have listed here, including the elimination of the Watershed 
Protection Act or its modification, assuming none of these things 
Came to pass, would you advise or would you feel that the passage 
of Senate Bill 1106 and its adoption was a good thing? 

VR, JENSEN: I would wait before making that decision until 
a sufficient interval had passed to find out what would happen. 

I wouldn’t want to predict in any way because we are interested 
in 1105 being successful and not being unsuccessful. I don't 
want to be in the position of coming up here and saying we are 
now against 1106. We are not against 1106. We want 1106 to be 
amended so it will be workable. 

SENATOR FISHER: So your suggestions are not a take-it-or- 
leave-it proposition? 

VR, JENSEN: Take-it-or-leave-it is a very bad thing. You 
may regret that you make an ultimatum, You shouldn't make 
ultimatums, It isn't necessary to make a decision at this tins, 
We are entitled to wait and see what happens, 

SENATOR FISHER: I asked for your personal opinion. I under- 
stand your board of directors hasn't made a corporate decision. 

WR, JENSEN: Every time I try to express a personal opinion 
I have 36 other directors to tell me I haven't a right to talk 
for the board. I would withhold any personal opinion. 

SENATOR COBEY: May I ask one question? Mr. Jensen, I notice 
shat you made it very clear in the water policy statement of your 


district that each facility and mit in the State Water Resources 
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Development System must, in your opinion, be self-sustaining, so 





to speak, is that rignt? 


MR. JENSEN: 





That is correct, 





SENATOR COBEY: In other words, you want a more or less 
project-by-project approach as opposed to a pool approach such as 
the Federal Government adopted for the Central Valley Project? 


MR, JENSEN: I don't think the State of California can under- 
































take to compete with the Federal Government in the matter of 
water development and I don't think that the program of the Federal 
Government with its interest-free money is one that the State of 
California can undertake. 

SENATOR COBEY: Well, I happen to agree with you. I don't 
think we can do the job as cheaply either. 

CHAIRMAN TEALE: Thank you, Mr, Jensen, very much for your 
appearance here and also for your patience with our many questions, 
The next witness is Mr. Dibble from the San Bernardino County 
Municipal Water Agency. I want to apologize to him for the fact 
that we are running a little late. We are going to run until 
12:30 and if he needs further time we will put him on first thing 
at 1:30. 

MR, DIBBLE: Mr. Chairman, I made my notes up rather briefly 
and rather than belaboring any of the points or the questions 
that were sent out by your Committee, I would like to elaborate 
on some of them as I go along. My name is E, F. Dibble and I am 
from Redlands. I am here not representing just one of the 
agencies in San Bernardino County, but I represent various 
agencies in the county and I think it would be more proper here 
to speak in general terms of the attitude in general in San 
Bernardino County rather than just to the one particular one. 

The first question which you posed was, Are the agencies in 
your area prospective contractors for service from the State Water 


Facilities? 






Yes, some of the agencies in San Bernardino County anticipate 
















contracting with the State for such services. In San Bernardino 
County the several major agencies are as follows: 
(a) The San Bernardino Valley Municipal Water District was 
organized for the express purpose of obtaining supplemental water. 
The District has expressed an active interest in obtaining water 
from the State water system and in being prepared to contract for 
it. The District includes four cities, a total area of about 

145,000 acres and a present assessed value of almost $310 million. 
The voters within the District have twice voted down a proposal 
to annex to Metropolitan Water District. 
I might add there that that district is presently making 
studies in regard to their own water supply and are watching very 


closely she developments state-wide to be prepared at the appro- 






















priate time to negotiate with the Department of Water Resources 
for a contract for vater from the State project. 
(b) The Chino Basin Municipal Water District was organized 
in the western part of the coastal portion of San Bernardino 
County to obtain supplemental water. And digressing again the 
entire coastal part of San Bernardino County is either included 
in the San Bernardino Valley Municipal Water District, which I 
just referred to, or this Chino Basin Municipal Water District. 
There is no part of the valley area that is not included in one 
or the other of the two districts, The Chino Basin Municipal 
Water District includes five cities, two county water districts, 
and a total land area of about 142,000 acres. This district, 
shortly after organizing, annexed to Metropolitan Water District, 
and has stated that it looks to the Metropolitan Water District 
to represent it in obtaining water from the State Water System 
rather than itself being a contracting agency. 

(c) The Mojave Water Agency has recently been created by 
the 1959 Legislature with the primary purpose being to contract 
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Yes, some of the agencies in San Bernardino County anticipate 








contracting with the State for such services. In San Bernardino 
County the several major agencies are as follows: 
(a) The San Bernardino Valley Municipal Water District was 


organized for the express purpose of obtaining supplemental water, 




























The District has expressed an active interest in obtaining water 
from the State water system and in being prepared to contract for 
it. The District includes four cities, a total area of about 
145,000 acres and a present assessed value of almost $310 million. 
The voters within the District have twice voted down a proposal 
to annex to Metropolitan Water District. 

I might add there that that district is presently making 
studies in regard to their own water supply and are watching very 
closely the developments state-wide to be prepared at the appro- 
priate time to negotiate with the Department of Water Resources 
for a contract for vater from the State project. 

(b) The Chino Basin Municipal Water District was organized 
in the western part of the coastal portion of San Bernardino 
County to obtain supplemental water. And digressing again the 
entire coastal part of San Bernardino County is either included 
in the San Bernardino Valley Municipal Water District, which I 
just referred to, or this Chino Basin Municipal Water District. 
There is no part of the valley area that is not included in one 
or the other of the two districts. The Chino Basin Municipal 
Water District includes five cities, two county water districts, 
and a total land area of about 142,000 acres, This district, 
shortly after organizing, annexed to Metropolitan Water District, 
and has stated that it looks to the Metropolitan Water District 
to represent it in obtaining water from the State Water System 
rather than itself being a contracting agency. 

(c) The Mojave Water Agency has recently been created by 
the 1959 Legislature with the primary purpose being to contract 
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Yes, some of the agencies in San Bernardino County anticipate 

































contracting with the State for such services. In San Bernardino 
County the several major agencies are as follows: 
(a) The San Bernardino Valley Municipal Water District was 
organized for the express purpose of obtaining supplemental water. 
The District has expressed an active interest in obtaining water 
from the State water system and in being prepared to contract for 
it. The District includes four cities, a total area of about 
145,000 acres and a present assessed value of almost $310 million. 
The voters within the District have twice voted down a proposal 
to annex to Metropolitan Water District. 

I might add there that that district is presently making 
studies in regard to their own water supply and are watching very 
closely the developments state-wide to be prepared at the appro- 
priate time to negotiate with the Department of Water Resources 
for a contract for water from the State project. 

(b) The Chino Basin Municipal Water District was organized 
in the western part of the coastal portion of San Bernardino 
County to obtain supplemental water. And digressing again the 
entire coastal part of San Bernardino County is either included 
in the San Bernardino Valley Municipal Water District, which I 
just referred to, or this Chino Basin Municipal Water District. 
There is no part of the valley area that is not included in one 
or the other of the two districts. The Chino Basin Municipal 
Water District includes five cities, two county water districts, 
and a total land area of about 142,000 acres, This district, 
shortly after organizing, annexed to Metropolitan Water District, 
and has stated that it looks to the Metropolitan Water District 
to represent it in obtaining water from the State Water System 
rather than itself being a contracting agency. 

(c) The Mojave Water Agency has recently been created by 


the 1959 Legislature with the primary purpose being to contract 
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with the State for water. It includes the acreage on the Mojave 
Desert in San Bernardino County which was considered as the 


potential service area from the East Branch of the Aqueduct into 





Southern California, Stucies of probable water use were made by 
the Department of Water Resources and by the management consultant 
firm of Booz, Allen and Hamilton. A hearing is to be held on 
October 30; an election must then be held to activate the district 
and elect a board of directors, 

(4) The County Board of Supervisors, acting through the San 
Bernardino County Flood Control District, also have given con- 
sideration to being the contracting agency for water from the 
State Water System, This might possibly be as an alternative to 
the contracting by the previous agencies named, The Flood 
Control District covers the entire county and its enabling act 
gives it broad powers also, 

(e) There are several cities and water districts and a 
great many water companies within the agencies described above. 
Various of these entities have expressed interest in obtaining 
water and of even negotiating directly with the State if necessary. 
However, it is believed that if the several large agencies follow 
through to enter into contracts with the State, the various local 
entities will in turn work out the further details of the local 
operation with the contracting egencies. 

So in summarizing it appears probable that the western portion 
of the valley in San Bernardino County probably would get water 
through the Metropolitan Water District with the Metropolitan 
Water District perhaps being the contracting agency, The eastern 
part of the valley probably would get water through the San EBer- 
nardino Valley Municipal Water District and the desert part 
probably through the Mojave Water Agency. So there would probably 
be three contracting agencies in the county. 


Question 2. Do you favor a preference to public agencies, 
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and what kind, in the marketing of power from a state system? 
We believe that the electric power should be marketed by 
such agencies, either public or private, as are willing to enter 
into contracts giving the most favorable return to the State, 
The agreements may include either sale or exchange of power or 
both, But most important is that the best possible agreement be 
reached either by competitive bidding or equivalent negotiation 
to obtain the market value for the power, 


Questiom 3. Is the cost of power a significant part of the 





expenses of agencies in your area? 
In some cases the cost of electric power is a significant 
part of the expenses. A review of the operating expenses of some 
of the water companies, city water departments, and water dis- 
tricts in San Bernardino County indicates that the cost of power 
varies from a low of less than 10 percent to a high of about 51 
percent of the total operating costs, depending on the general 
situation; such as, type of water supply and pumping lift. 

Question 4. Does any agency in your area produce power, dc 
they market it, and if so, do they give a preference to other 
public agencies? 

In San Bernardino County power is produced and marketed 
mainly by two different electric companies, the Southern Cali- 
fornia Edison Company and the California Electric Power Company. 
Both of these companies have steam-electric generating stations, 
and the tone has several small hydroelectric generating stations 
in this county. No water agency, to our knowledge, produces 
power to sell. 

The City of Colton is a public agency in San Bernardino 
County which buys electric power wholesale from an eiectric company 
and then distributes and markets it within the city. No preference 
rrice is known to be given on its sale of power to other public 


agencies, 





































Question 5. Should price differentials be set for water 
delivered from a state system in relation to its end use--munici- 
pal or agricultural for instance? 
We believe the majority thinking in our county is that the 
State should not set price differentials for water delivered for 
various types of end uses from the State Aqueduct System. 

If in some particular area the situation justifies a price 
differential, we believe the local contracting agency should 
establish the rates based on the local condition. This can best 
be determined in the local areas after study and hearings by the 
local agency. 

fuestion 6. Do agencies in your district differentiate in 
charges for water to users on the basis of end use? (Disregard 
extra cherges for treated water. ) 

There are soime cases in San Bernardino County where rate 
differentials are used for various types of end use. In some 
water companies and city water departments a different rate is 
charged for certain classes of use. I would insert there 
especially that in the case of the utility or public utility 
water companies that is true where same of the bigger users get 
a different type of rate than do the smaller users. One of the 
reasons for a lower rate is because the use is of such a nature 
as to cause very little of the peak demands on the system, which 
peaks add to tre system expense. 

As wou may already know, the Metropolitan Water District 
charges a lower rate for watior to be used for replenishing 
ground-water basins and for agricultural use. 

Question 7. Could you estimate what agencies in your area 
may have to spend for construction and operation of distribution 
systems for water delivered froma state system? 

Studies have not yet been made by the lccal agencies as to 


Local costs of construction and operation, although the San 
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Bernardino Valley Municipal Water District has engaged the 
Stanford Research Institute to make studies regarding the present 


and future water supply of the area and of some of the economic 










aspects relating thereto, I am not sure whether that study is 
intended to also include the costs of constructiao or not, 
The investigatim made by the Department of Water Resources 
regarding the alternative aqueduct systems to serve Southern 
California, published as Bulletin No. 78, included a study of 


construction cost of local distribution facilities within the 






local areas including San Bernardino County. The costs are not 


tabulated. I intended to say the costs are not tabulated in 
























detail, just in relatim to the boundaries of the particular 
agencies, but I can give you some of the general figures on 
general megnitude of the costs if you do wish them. 

SENATOR COBEY: What type of costs are you talking about? 

MR. DIBBIE: The question related to cons~.,uctio cost by 
the local agency. 

SENATOR COBEY: I see. 

MR. DIBRIE: Some of those are published in Bulletin 78 and 
give an idea of about what the cost of them would be. 

Question & Do agencies in your area finance capital costs 
and operation and maintenance from assessments, taxes, service 
charges or a combination of these? 

Actually, in your county there are examples of financing by 
various methods. Victorville County Water District is an example 
of an agency which finances all of its costs, including the 
repayment of the bonds, operation and maintenance, in fact all 
their costs from water service charges. It levies no property 
taxes whatsoever even though it has actually been in existence 
now for 25 years. It never had yet to this date levied any 
vroperty tax. 


Another example, financing of capital costs is carried in 
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part by property taxes (or assessments in the case of mutual 





water companies) and a water charge. 
A law passed at the 1959 Session of the Legislature as 
Section 31031 of the Water Code will allow county water districts 
to fix a water standby or availability charge of not to exceed 


$10 per acre per year for each acre of land to which water is 































made available, whether the water is used or not. That was intro- 
duced by Assemblyman Nisbet from San Bernardino County because of 
a problem that existed in one of the county water districts there 
where some of the land was being held out of development and it 
was creating some inequities as to how the charges should be dis- 


tributed for paying their bonds and their water charges. 





Question 9, What proportion of their capital costs are 
financed by bonds? 

I didn't feel I wanted to give an exact figure in percentage 
because they vary so much in different cases, but in the case of 
the water facilities built to meet the rapid growth of the area, 
the financing is almost 100 percent from bonds. However, there 
are cases, especially in the larger agencies, where the capital 
costs caused by the gradual and orderly growth are being met from 
water revenues without having to float any bonds at all. And, 
of course, in some cases some of the districts actually supplement 
their water revenue with a property tax to finance the bonds. I 
mean to repay the bonds. 

Que st ion 10. Could you estimate the proportionate use of 
water for agricultural and for municipal and industrial use by 
users within the agency or district boundaries in your area. Can 
you give this estimate for the present, for 1979 and for 1999? 

In the San Bernardino Valley the water use at present is 
approximately 60 percent for agricultural and about 40 percent 
for municipal and industrial, It is estimated that in 1979 the 


proportions will be about reversed. The studies of the Department 
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of Water Resources indicate that by year 2020 there will be no 
agricultural use remaining in San Bernardino Valley. 
In the Mojave Desert area in San Bernardino County the 
present proportionate water use is approximately 90 percent for 
agricultural use and 10 percent for municipal and industrial use. 
I will interject there, looking back over the figures, it is 
interesting to note that only 10 years ago actually agriculture 
was probably using between 96 and 97 percent of the water on the 
desert and municipal and industrial was only about 3 percent, 



























maybe 4, It is estimated that by year 1979 the use will be 65 


percent aericultursl and 35 percent for municipal and industrial. 





By year 1999 °% is believed that agricultural use will be in the 





order of 39 percent or less and that municipal and industrial 
will be aiout 79 percent. 

Question 11. The Department of Water Resources has esti- 
matecd payment capacity for agricultural water for various sections 
north of the Tehachapi. This estimate is attached. Would your 
estimate be any different for any of the sections covered? 

We have not attemptec to estimate payment capacity for 
agricultural water north of the Tehachapi. Hence, we are not 
preparec to comment except to state that we believe the price of 
water should be bas2d on cost allocations made by accepted 
methods such as prceportionate-use-of-facilities method, rather 
than peruaps Charging a higher water rate merely because of a 
higher paynent capacity. 

Ques%ion 12, The Department of Water Resources has indicated 
it proba>.y will propose a zone-pricing system for water delivered 
from state aqueducts, with a standard price within individual 
aqueduct reaches, Would you comment on this? 

The zone-pricing method is a satisfactory approach if 
properly applied so that the zones reflect the cost allocations 


which would properly apply in each particular reach of the 


x 










Aqueduct System, 
Question 13, It has been suggested that the State should 
set a single price, at least within zones, for both agricultural 
and municipal and industrial water, and that the contracting 


districts should, if necessary, set price differentials according 



























to ability to pay by various classes of users. Would you comment 
on this? 
It seems to be a much better approach to have the State set 
a single price for water in a particular reach of the Aqueduct 
System, or zone, which will be charged to a contracting agency, 
rather than having the State specify price differentials for 
different types of use. 
A price differential system, if established by the State, 
would unnecessarily complicate the agreements, bookkeeping, 
records and operation of the system. 
Digressing there, I note that in the cases of the contract 
with the Bureau quite a bit of extra record keeping has to be 

done just to keep track, for instance, of the acreage problem, 

SENATOR COBEY: Mr. Chairman, could I interrupt Mr. Dibble 
at that point? To the farmers who are getting their water at 
$3.50 an acre-foot for class 1 water and I suppose $10 for muni- 
cipal water, don't you think it is of some value to them that 
ach bookkeeping is followed? 

MR. DIBBLE: In that case, I do, yes, if it is set up that 
way. : 

SENATOR COBEY: You recall under the standard Bureau contract 
with the San Joaquin Valley their rate for agricultural class l 
water, firm water, is $3.50 an acre-foot, and class 2 water, which 
is your not-so-dependable water, it is $1.50 and for cities it is 
$10? 

MR. DIBBLE: Well, we feel that if there are going to be 
price differentials that those should be left up to the local 
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agency to handle entirely on its own and it should study its own 
situation and work it out with its people after evaluating the 
way the benefits work out in their own district, and then if they 
want to have price differential, and I think many of the areas 
probably would, it is entirely up to them rather than having it 
being specified by the State where the State then would sort of 
act, as you might say, as an auditor from time to time of the 
records to see how the thing was being carried out. 

SENATOR COBEY: But, when you are talking in terms of an area 
in which agriculture is your big volume of water use, and I am 
talking about the Central Valley of California, which I think will 
always be predominantly an agricultural area, we dom't have within 
the Central Valley the large cities or the concentration of 
population or the concentration of nonagricultural users to spread 
that over that you have down there in San Bernardino County and 
which you will have to an increasing extent. 

MR. DIBBIE: Well, I would like to, you might say, not correct 
one impression of yours, although I have mentioned lesser propor- 
tions over later years for agricultural use, part of that is 
because of the fact that the entire amount of water use is going 
to go up in some of those areas and so actually a lot of it, I 
man the decline in the agricultural use probably will be compara- 
tively slow, and the fact that it is visualized that, for instancc, 
in the valley there that the agriculture will cease to be a factor 
by the year 2020, that is, of course, 60 years away, and we are 
extremely interested in having it worked out fairly for agricul- 
ture in all the intervening years between now and then. 

SENATOR COBEY: But at the present time I would gather, and 
you can correct me if I am wrong in this impression, you don't 
have too great a spread right now betwemthe cost of agricultural 
vater in San Bernardino County and the cost of municipal and 


industrial water? 











MR, DIBBIE: Quite a bit. 
SENATOR COBEY: On the other hand, let me ask you what it 


approximates, 





The two primary irrigation districts in Merced 






County furnish water roughly at the rate of $1.00 an acre-foot 








and $1.50 an acre-foot. Now, the City of San Francisco picks 
up water in the Stanislaus National Porest, which is fairly ciose 


to us, and they deliver it at a wholesale cost, as I recall, of 





$117.50 an acre-foot. Now, how do your ranges compare with that? 







MR, DIBBLE: Oh no; you are right. Our ranges are nowhere 





near like that because the cost of our agricultural water is apt 
to be, although some of the people aren't aware that it is costing 











them that much, but it is apt to be in the order of $20 an acre- 
foot and the municipal water is apt to run in the neighborhood cf 
nearer 60 or 70, maybe a little more. 

SENATOR COBEY: In other words, about one-third to one- 
fourth? 






YR. DIBBLE: Yes. 



















CHAIRMAN TEAIE: 





Proceed, Mr, Dibble. I am going to ask 
that we save the rest of our questions. 

SENATOR COBEY: My apologies, Mr, Chairman. 

MR. DIBBIE: Furthermore, it should be left to the local 
agency and the people it represents to evaluate their own local 
situation as to what local rates will be charged or whether a 
portion of the cost shall be collected in some other manner. The 
situation will vary greatly between agencies, and they should 
be allowed to have the freedom of decision on the matter of local 
pricing and financing after evaluating such matters as the pro- 
portion of primary and secondary benefits, ability to pay, and 
such other important aspects of the matter, 

Question 14. If this system is used, do you think that 
multi-agency organizations might be necessary _ the marketing of 


water? Is present legislation adequate for formation of such 


afin 




































organizations, if they are desirable? 





We assume that the term "multi-agency" refers to large 
agencies having many member organizations on behalf of which the 
master agency would be presumed to act. 
We believe the problems of the State would be simplified if 
the State has only a moderate number of contractees, instead of 
having so many contracting agencies that it is practically in the 
retail water business. 
However, on the other hand, we believe that experience 
clearly shows that a very large agency such as the Metropolitan 
Water District can reach a point where it no longer is necessarily 
reflecting the best interests and desires of its many member 
organizations and the people as a whole. 
We feel there is ample legislation for such master agencies 
provided people in any area want one. 
The actions or policies of any agency are merely a reflection 
of its board of directors. The question of whether an agency is 
or is not satisfactory depends, in the end, on the quality of its 
board of directors, This is a matter whick is not susceptible to 
being solved by legislation. 

SENATOR COBEY: It might be by change in the selection of the 
board of directors. Pardon me, 

MR, DIBBIE: Well, it might be that they would be in closer 
touch with their people that way, not necessarily, though. 

SENATOR COBEY: If we made them directly elected. 

MR. DIBBLE: Well, it is a problem. 

Question 15. Should the State sell water or power to 
both public and private agencies? If sales are made to private 
agencies, what suggestions do you have to insure repayment? 

We can visualize situations where it would be quite satis- 
“actory for the State to sell water or power to both public and 


private agencies, 



































In the case of power, if private agencies outbid or offer a 
more attractive proposal than does a public agency, we believe 
the State should be allowed to take advantage of the proposal. 
To insure repayment in the case of sales of water being made 
by the State to a private agency, we would suggest that the 
agency be required to make its payment each year in advance of 


In other words, "no money, no water," 





receiving the water, 
SENATOR COBEY: You don't do this in irrigation districts, 


I believe you do -- The Bureau of Reclamation 





MR. DIBBLE: 
expects payment at the start of each year. 


SENATOR COBEY: I think that is correct. 








MR, DIBBLE: Question 16. Should the Department refrain 
from writing contracts for water and power until the Legislature 
has a reasonable opportunity to set principles for contracts? 
It wouid be desirable for a set of feasibility standards to 
be adopted by which all projects must be measured to determine 


whether they shall be authorized. Likewise, a set of basic 





principles to which all contracts must conform would be desirabics. 
Some of the basic principles are understood to already be a 
part of existing State law; such as, the repayment of bond funds 
with interest. 

We do not suggest any such likelihood of it taking the 
Legislature a long time to reach agreement on principles, but the 
water-short areas of the State could not afford to have construc- 
tion postponed in event of such an eventuality. 

RZuestion 17. Should ratification of contracts by the 
legisiature be required before they become effective? 

It does not seem to be necessary for each and every contract 
to be ratified by the Legislature provided the law adequately 
spells out the requirements which shall be met by the Department 
cof Water Resources in construction, financing, pricing, and 


repayment. 



































Furthermore, it seems apparent that there must be some 
flexibility as to the terms which may be used for each contract 
because of the differing situations in various areas, such as on 
scheduling of repayment, 

Question 18, Should any functions of the State system such 
as recreation and propagation of fish and wildlife be considered 
of state-wide interest and thus be nonreimbursable as to capital 
cost? If so, how should they be financed? 

It would be hoped that a way could be found to obtain reim- 
bursement for recreation and enhancement of fish and wildlife. 

In any case, where reimbursement can be made, even if only in 
part, we feel it should, 

It is recognized that these functions are of statewide 
interest. It is especially important that all costs properly 
chargeable to these functions should be so allocated, rather than 
forcing the water user to subsidize these other functions. 

If recreation were to be nonreimbursable as to capital cost, 
we feel it should be financed from the General Fund. 

Question 19. Please indicate any provisions you believe 
should be part of state contracts for delivery or water and power 
not covered by the preceding questions. 
Actually, if we were to list everything that should be 
covered by the contract, it would take quite a long time, and 
inasmuch as some of the things are already provided for in 
present law, I am not even referring to them, such as requiring 
repayment in 50 years and such things as that, and requiring that 
a bond be repaid with interest. 





There are many of those things 
that I am not even referring to in here. 
We do feel provision should be made for both long-term 
contracts and short-term contracts. Long-term water contracts 
should provide for renewal at the option of the contracting 


agency. Short-term contracts should provide for interim delivery 
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of water, but subject to over-riding requirements of the long- 
term contracts. 

(bo) Provisim should be made in the short-term contract or 
as a part of the long-term contract for the contracting agency 
to purchase secondary (or Class II) water, at a lower rate when 
such water is available, such as in off-peak seasons. 

(c) Provision should be made for several types of schedules 
so as to allow the contracting agency, if desirable, to fit the 
repayment of capital costs to the economic development of the 
area, Illustrations follow: 

I) Equal annual or semi-annual installments beginning when 
State sells bonds. The total interest costs to the contracting 
agency would be the least with this method, 

II) Graduated series of payments increasing in size in later 
years as area develops. 

SENATOR COBEY: That is what the Bureau does? 

MR. DIBBLE: Yes, In other words, that would give some 
flexibility so that some of the areas which are highly developed 
already could go ahead and start making bigger payments if they 
want to and cut down their total cost. I mean they would save 
themselves some interest. 

III) Payments of capital costs begin at end of development 
period, 


(4) Provision should be made for payment, separately from 


capital repayment, of a water rate covering cost of operation, 


maintenance, and replacements. This rate would be charged per 
acre~-foot delivered, based on the zone pricing referred to 
previously. This would include a rate at the Delta per acre-foot 
Plus the delivery costs to the zone where delivered. This rate 
should be subject to adjustment from time to time to reflect 
changes in cost of operation. But, of course, I feel that the 


Capital costs would have to be spelled out in the contract and 


lic 





they should not be changed. 

Thank you very much, Mr. Chairman, 

CHAIRMAN TEALE: Thank you, Mr, Dibble. I think that we 
will hold the questions until 1:30 and we will recess now for 
lunch, 

(Thereupon the noon recess was taken. ) 

---000--- 
THURSDAY, OCTOBER 8, 1959, 1:30 O'CLOCK, A.M, 
---000--- 


CHAIRMAN TEALE: The meeting will come to order. I think 


Mr. Dibble has some further canments before we go into a question 


period, 

MR, DIBBIE: Mr. Chairman, the one further comment I have 
is regarding some comments that were made by the witness that 
preceded me, It is my understanding that his comment was to the 
effect that there was a restudy being made, I believe, by the 
staff of the Metropolitan Water District regarding the possible-- 
I don't think the statement was too clear as to what they were 
studying, but I gather as to whether the east branch of the 
aqueduct into Southern California should or should not be built. 
The studies which were made at the direction of the Legislature 
restudying the routes and the locations of these aqueduct systems 
went into all those costs very carefully and it was upon the 
results of those that the aqueduct location was finally recon- 
mended with this east branch in it. 

Now, part of the costs that are reflected in the final 
report represent costs of distribution within the area and I 
think that I wouldn't want to see this committee left with any 
misunderstanding as to the true situation. If water costs less 
to be brought into the San Fernando Valley rather than into Perris 
Reservoir further inland, there is on top of that the cost of 
distributing it within the area which when added to the cost of 


ie. 

















getting it there makes the east branch the most feasible branch. 
That was rather carefully studied and it is set forth in Bulletin 
78 and personally I would not like to see a study such as was 
referred to be something that would hold up or obscure the facts 
that have already been developed by the Department of Water 





Resources. I think they went into it carefully. The representa- 
tives of the Metropolitan Water District were on the engineering 
advisory committee that reviewed the studies as they went along 
and at that time there was no suggestion made by them that the 


And I feel that the findings of the 


























study wasn't properly done. 
report smnould be regarded with a great deal of weight. 
SENATOR RICHARDS: May I interrupt merely to ask of the 

Chair the list of witnesses that have appeared? I was out of the 
room and I just wanted to know what we missed, 
CHAIRMAN TEAIE: Mr. Jensen and Mr. Dibble. 
SENATCR RICHARDS: Thank you, 

WR, DIBBILE: I was referring to the comments by Mr. Jensen. 





SENATOR COBEY: Mr. Dibble, I notice in your specifications 
of the contract provisions no mention of an escalator clause 
in the price is made, Weren't you in the room when I discussed 
with Mr. Jensen what I called this preferential price they get 
when contracting for the cheapest water available? What is your 
feeling about a pool system for the entire State Water Development 
System realizing that we ere going to build the lower-cost 
facilities first as we go along and particularly as we move from 
Sacramento Valley over to the north coast area? There will be a 
larger development cost and we are going to have a longer way to 
transport the water and that sort of thing. Don't you think that 
ali of these first contracts should contain an escalator clause 
so that this cost of the more expensive water is spread among all 
the users of the system, in other words, a utility concept? [I 


mean as you undoubtedly know that is what the Bureau does with the 


Bas 










Central Valley Project? 

MR. DIBBLE: Well, if this or a system is going to be built 
and then paid off by the users, then it would become the users 
themselves and I would be inclined to say that the first man in 


should get the preference and the later users would have to pick 






up a higher price, but as long as this is contemplated on a 
utility basis, I am afraid that we would have to accept the part 




























of that higher cost even though we were an early contractee. Now, 
I don't like to say that. I would prefer seeing us get the 

cheapest water we could and then always get to hold it, but there 
is a reason why I feel we have to take that position. 
The reason the later projects are going to have to be built 
isn't so much because of the need for more and more water in 


It is because the areas in the North wili 





Southern California. 
then be developing and want part of the water for themselves and 
as long as we take the position that they should be allowed to 
have that water, and efter all the way the law is, then it isn't 
because of new users in Southern California that the cost wiil 
go up. It is because the users in the North are finally putting 
their water to use. Now, I want to qualify that in one way, 
though I am not by that saying that I think that those earlier 
contractees should pay the costs of developing water for someone 
in Northern California. 

I think the user in Northern California should pay whatever 
he would have paid if he were going to develop the water on his 
own within some kind of reason. 

SENATOR COBEY: What I am thinking about is actually a true 
pool or utility system whereby each year the cost of prcduction 
of the water in that particular system is estimated and arrived 
at and then on the basis of that ccst why the prices to the users 
of that system are set. It would seem to me, I mean that is, 


for example, what an irrigation Gistrict does every year. And as 
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I understand, I am certainly no expert in it, that is basically 
what any public utility does. 
MR, JENSEN: You said every year; I would regret seeing the 
State, you might say, renegotiate these contracts every year. 
I think that they should be set up for-- 
SENATOR COBEY: I didn't mean renegotiate the entire contract, 
but you might have a pricing provision in the contract but nave a 
yearly adjustment in the contract price or if that is too frequent 
why perhaps at five-year intervals. 

MR, DIBBLE: I think a one-year review would be too frequent. 

SENATOR COBEY: I wasn't referring to a review of the entire 
contract, but that provision in it, and I have just one further 
question, You pointed out that in some of your districts you have 
several cities within the district. What is your feeling if the 
cities, if any of these cities decided they wanted to contract 
directly with the State rather than go through the district in 
which they are located? 

MR. DIBBILE: I think they should be allowed to. And the 
reason I say that is I think there would probably have to be a 
pretty good reason for them to decide to do it that way rather 
than together with the rest of their area and it would tend to 
imply that perhaps the rest of the area was having difficulty, you 
might say, in getting the thing in hand and it might force the 
city to go ahead and enter into a contract by itself. 

SENATOR COBEY: So far as the Metropolitan Water District is 
concerned, since they have an established distribution system 
serving the various member agencies of it within their service 
area, why the chances are that, so to speak, they will be in a 
pretty good position to be the contractor for their service area 
Pecause they have the distribution system in place and anybody wh 
vants to deal directly is going toc have to provide his own distri- 


bution system? 


MR, DIBBLE: That is right, but I myself anyway am still a 
champion of democracy and I believe we should let each group sort 
of have the right of determination on these things. But as you 
have already implied, whatever way is the cheapest is apt to be 
the way they would want to decide to do it, and if going in 
together with all the other users through the Metropolitan Water 
District is the cheapest, that is probably the way they would want 
to do it, 

SENATOR COBEY: You have indicated that you would prefer a 
zone price to a particular area which, I assume, would be the cost 
of production of the water plus the cost of getting it to that 
particular area, As making up that zone price would you have any 
objection if, for example, that were followed in Southern Cali- 
fornia and in Northern California where we follow the use differ- 
ential? 

WR. DIBBIE: Well, I assume, of course, that this use price 
differential would be set up by your local agency. 

SENATOR COREY: No, I am not assuming that. I am assuming, 
in other words, that if you want the State to delegate to the 
local contracting agency this function of setting price in 
Southern California, I am willing to go along with that but what 
about the State setting the price in terms of, és ‘you call it, 


the end use of the water in Northern California? 


VR, DIBBLE: I don't think we should be trying to tell each 


other, I mean I wouldn't feel that we would want to tell some 
other part of the State how we think they should run their 
business. But I would go this far, though, and say that we feel 
that if we could keep the State's part of it just as simple as 
possible that it would probably be a lot better because if you 
start pushing on up to the State the responsibility of a lot of 
Shese extra details it practically, then, puts the State in the 


Dusiness of, you might say, almost running our water for us, 
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perhaps more than even your area would finally decide they wanted. 
SENATOR COBEY: Well, if my area, for example, is willing to 
pay the cost for this extra bookkeeping that would be a possible 
solution. In other words, it would give your area what it wanted 
and give my area what it wanted, too, 
MR, DIBBLE: Yes, just as long as we didn't have to pay for 
the cost of your extra bookkeeping. 7 
SENATOR COBEY: I agree. 


























CHAIRMAN TEAIE: Any further questions by the Committee? [I 
would like to note that we have two new Senators, Senator Arnold 


and Senator O'Sullivan,with us. Senator Richards, do you have 





any questions? 

SENATOR RICHARDS: No, thank you. 

CHAIRMAN TEALE: Senator Slattery. 

SENATOR SLATTERY: No. 

CHAIRMAN TEALE: Thank you very much, Mr, Dibble. We appre- 
ciate your coming so far to help us out, 

SENATOR FISHER: Mr. Chairman. 

CHAIKMAN TEALE: Senator Fisher. Before you start, I think 
I know what you want to do. Mr. Jensen has to go back to Los 
Angeles and we certainly don't want to hold him up and he has 4 
further statement he would like to enter into the record. 

MR. JENSEN: I would first like to make a part of the recore 
the Water Policy Statement of October 2 of the Board of Directors 
for the reason tht this represents a summation of everything that 
the Board hes taken action on since 1952 in connection with this 
matter. It has been carefully worked out over a period of nearly 
three months by several of our subcommittees and unanimously 
Passed by our Board with the exception of theWote of two directors, 

Secondly, I would say that anything which I have said in 
snswering questions in conflict with the written statement in this 


Water Policy Statement which you might find disagrees or differed, 
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then my verbal statements should be superseded by the written 










statements so that there is no conflict. The District is speak- 
ing and I am speaking for the District and my interpretations 


might not harmonize therewith. I just wanted to make that clear, 





Similarly, on a lot of questions that have been asked where 
there has been no policy statement, it is obviously merely 





























opinion on my part and should be so segregated. Unless it is in 
the statement it is not an action of the Board. 
For example, in the question that one of the senators asked 
about what we would get if we had an interest in the water, I 
would say we had an interest in the system, the distribution of 


the water, the same as the people in Southern California have an 





terest in the thing. Now, with regard to the question of the 
position of the District on Senate Bill 1106, lest there be an 
implication created in your minds that the District will protest 
against 1106 and finally if nothing is done will go along with 
1106, I would caution you not to make that assumption. I can't 
forecast what the District will do, but I can point out that 
when 1106 was before the Asserbly the District authorized and 
aid sent telegrams stating that 1106 in its present form was 
unacceptable, The District has not rescinded that position. The 
Water Policy Statement which I have filed represents the 
reaffirmation of past statements of the District in its position 
with regard to a firm water right. I think that is all I haves 
to say anc thank you, 

CHAIRMAN TEALE: Thank you, Mr, Jensen. 

SENATOR SLATTERY: May I ask a question? 

CHATRMAN TEA@LE: Do you wish to answer further questions? 

MR. JENSEN: Yes. 

SENATCR SLATTERY: I have one question. I have here, Mr, 
sensen, this letter which I assume is a letter of transmittal to 


he Water Policy Statement which was passed out this morning, is 


Tle 






that correct? This letter of October 2 mentions the Water 
















Policy Statement. It is addressed to Governor Brown. 
MR, JENSEN: That was a letter to the Governor asking him to 
call a special session of the Legislature. 
SENATCR SLATTERY: But you say "Enclosed herewith is a copy 
of a Water Policy Statement..." 


MR. JENSEN: This is the Water Policy Statement. 





SENATOR SLATTERY: 





The same one we have? 


MR, JENSEN: The same one, 





SENATOR SLATTERY: Now, in your letter you stated that the 
Board of Directors of the Metropolitan Water District has favored 


and continues to favor a constitutional amendment as the best 







means of protecting both the areas of origin and so forth. Now, 


I didn't catch the word "constitutional amendment" when you were 























reading your statement. Is it in this statement? 

MR. JENSEN: It is not in there. It is not in the written 
statement, no, It is not in the statement filed with the Board 
in answer to the questions. It is not. It was only mentioned 
here in the letter and the next sentence says "Therefore, the 
district's board feels it is essential that S.B. 1106 be amended 
to provide a financing program that will assure completion of 
the State Water Facilities and to give practise’ assurance of 
permanent water supply for areas north and south, 

SENATCR SLATTERY: Yes, and that actually, then, is part of 
your Metropolitan Water District water policy, is it not, the 
constitutional amendment? 

MR, JENSEN: I think so, Well, we have asked for that. We 
have not received it, but we have not said that if 1106 is 
anended in a satisfactory manner that we would insist upon a 
constitutional amendment. 

SENATOR SLATTERY: I see. That is the only question I have. 

CHAIRMAN TEALE: Thank you very much, Mr, Jensen. Senator 
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Fisher, do you have something? 
SENATOR FISHER: I would like to clarify a matter in the 































record while Mr. Jensen is present, as a matter of fact. I asked 
a series of questions regarding the statement on page 2 of his 


presentation this morning in regard to the last sentence on that 





page talking about "subject to vested rights" and "specific reser- 
vations to counties of origin", and so forth, When I asked those 
questions I asked them in regard to Senate Bill 879 which was my 





then recollection. For the record I would like to state that the 
bill which I referred to was actually Senate Bill No. 958 and its 
companion bills 960 and 962, the first of which set up a procedure 
for determining specific reservations. And 960 and 962 provide 
that any permits for exportation should be subject to such a reser- 
vation. 

I would also state for the record my positive recollection 
which I have checked out with a number of members of the Standing 
Water Committee, a recollectim which is contrary to Mr, Jensen's 
statement this morning, and that is that the Metropolitan Water 
District did in fact appear before the Senate Water Committee and 
opposed the passage of those bills all of which did pass the 
Senate and died in the Assembly committee, What action the 
Metropolitan Water District took on the Assembly side I don't 
know, but for the record I would state my own personal and positive 
recollection that the Legislative Representative of the Metropoli- 
tan Water District did in fact before the Senate Water Committec 
Oppose the passage of these bills. 

CHAIRMAN TEALE: Is that ail your statement? 

SENATOR FISHER: Yes. 

CHAIRMAN TEALE: Our next witness is Mr, Jennings from the 
San Diego County Water Authority. 

SENATOR COBEY: Also Vice Chsirman of the State Water 


Comnission,. 









MR, JENNINGS: Mr, Chairman, I would like to make a correction 







of at least my position as designated on the program, I am not 
presently a member of the Board of Directors of the San Diego 


County Water Authority. I was one of its original directors but 




































I am now its General Counsel, Mr. Fred Heilbron, who is the 
Chairman of the San Diego County Water Authority asked me to be 
sure and express his regrets that he was unable to be here as he 


had anticipated. 





My name is William H. Jennings. I am the General Counsel 
of the San Diego County Water Authority. We have prepared a 
written statement which has been approved by the board of directors 
of the San Diego County Water Authority, and in addition, of 
course, I will be pleased to answer as best I can any questions 
that you may wish to direct to me. The statement is as follows: 
The San Diego County Water Authority is a multi-agency 
organization formed under a special act by public water distribu- 
tion agencies of San Diego County to provide an imported supple- 
mental water supply for their distribution to their consumers, 
At the time cf its formation (1944) the sole source of such supply 
was the Colorado River and the most practical means was by 
annexation to another multi-agency organization, the Metropolitan 
Water District of Southern California, Member public agencies cf 
the Authority include cities, irrigation districts, municipal 
water districts, pubiic utility districts, etc., each of which, 
having the power to levy taxes and being the retail distributor 
of the water, may pay the Authority's charges either from tax or 
water rate revenues ana spread its costs within its local area 
in accordance with the wishes of the people it serves, 
Both the Water Authority and the Metropolitan have this 
same flexibility in meeting their financial obligations, and whiie 
the general practice in both the multi-agency organizations and 


the indivicual retail distributors is to recover capital costs 
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through tax levies, and operation, maintenarce and replecemert 
from water rate revenues, there are exceptions resulting from 
particular circumstances in particular areas, 
This approach with which we have had long experience appears 
to us to have substantial advantages, and on that basis we 
recommend that the State in contracting for the sale of water from 
its projects restrict its contracts to public agencies, requiring 
in all cases the full repayment of the applicable costs. 
We believe that in this way can the State avoid the criticism 
that it is giving an improper and unfair advantage to a particular 
area or a particular segment of its population. Local public 
agencies, whether individual or multi-agency in character, can 
determine for themselves and within themselves whether they can 

or should assume the obligation and, if so, how to spread the 
costs on the most equitable and acceptable basis to assure local 
satisfaction amongst the people who must pay the bill. 

In Southern California the contracting parties might be 
either the individual public agencies or the multi-agency organi- 
gations they have formed, We believe this problem is not one of 
State concern but one which may be resolved locally once the 
over-all State policy on the contracts is established. As to 
such policy, we belleve it should be uniform as to all contractees 
regardless of location or character of use. 

Addressing ourselves to some of the particulars now receiving 
attention, we have these cbdservations: 

1. MARKETING OF POWER, 

The project under consideration is primarily and basicaily 
a water development and distribution project. Without the 
necessity for and benefits from the water to be secured thereby 
it would not be undertaken or even considered. The power that 
sertain of its units may produce is, therefore, a by-product, 


incidental to the main project purpose, and the problem of its 


oP 







marketing or consumption by the project should be held in proper 
perspective and not be permitted to assume unwarranted importance, 


From an over-all viewpoint the facilities as a whole will require 








more power than their components will produce and--as it is only 
the need for water that justifies the entire costly program-- 








power, whether sold, exchanged or consumed by the project should 
be treated from time to time in the manner best calculated to 
reduce the cost am enhance the value of the basic purpose of the 
project, the development and distribution of WATER, following the 






methods suggested in subsequent paragraph 3. 






2. 





NONREIMBUR SABIES, 






Every dollar spent on the development must, in the end, be 






recovered from the financial resources of the people of California. 


Should there be federal grants they will be small in relation to 






















the federal taxes contributed by our people. Any contributions 
from the general fund of the State must be repaid by general 

State taxpayer. Ideally the project should be limited in cost to 
its bare essentials for its primary purpose. If in that state 

it also provides incidental benefits, as obviously it will provide 
flood control assistance, so much the better, If it provides the 
opportunity for recreation purely incidental to its basic purpose, 
well and good, If additional State project costs must be incurred 
to realize such opportunities, that additional cost is only 
warranted if it can be recovered from its users, 

This subject should be considered in its true relation to the 
project as a whole. If, as has been stated, the costs umer 
Consideration constitute in the neighborhood of two percent of 
the total project costs, any decision as to their repayment should 
not affect the desirability of the project as a whole. 

5. ALLOCATING COSTS AND METHODS OF PRICING, 

Logically, the program contemplates two basic divisions -- 

(1) those facilities which will assure a continuous flow to the 
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Delta in quantities adequate to satisfy all upstream needs, meet 
Delta requirements and fulfill export contracts; and (2) those 
facilities which will transport and deliver water to the place of 
use. There should be few problems involved in allocating costs 





Facilities constructed in each divi- 





between these two divisions, 
sion may have incidental power-generating, flood control and re- 


creation benefits the cost of which should be allocated to the 








division to which they are incidental. If these incidental 
benefits should then produce revenues, or be entitled to grants, 


federal or state, those revenues or grants should be allocated 

























against the costs of the basic division to which they apply. As 
all water provided by the first division in excess of amounts 
to supply vested rights in a state of nature is the product of 
the project and is the source from which all purchasers will be 
suppiied, it should be sold to all purchases at the same price, 
That price should be caiculated to recover all costs allocated 
to the first division (not individual facilities) and should be 
adjustabis from time to time, 

The second division, the delivery and distribution facili- 
ties, poses a less simple problem in that the cost allocation 
should be apportioned upon a basis of zones or sections of the 
works to permit a proportional pricing at different locations, 

The pricing for delivery to the purchaser at each zone or locatio. 
should be adequate to recover applicable proportional cost. It 
should be adjustable to reflect the cost of additions and the 
. reduction by repayment of the costs of individual facilities 
required to accomplish the delivery. 

In each division, the cost of operation, maintenance and 
replacement should be included in the pricing separately, so that 
the contracting agencies may devise their own means of dividing 
financing between repayment of standby or capital costs ard 


Operating cost, 








4, CONTRACTS. 
Water, the product for which the project is being constructed, 


should be sold only to public agencies under permanent contracts 












creating firm obligations on both the seller and purchaser, The 
obligation of the seller should be through the State facility to 
make available at all times the quantity promised to the purchaser 
The obligation of the purchaser 





at the agreed point of delivery. 
should be to fully repay the costs incurred by the seller in ful- 
filling its obligation. 


It does not appear that further legislation is either 

























necessary or desirable in connection with such contracts, Every 
effort should be made by the Department of Water Resources to 
present at least a statement of the principles it proposes to 
govern such contracts well in advance of the election upon the 
bond issue. Those principles should be uniform to all contractees 
and unless they are so generally unacceptable as to make legis- 
lative interference essential, should not be disturbed by 
legislative action, 
5. ABILITY TO PAY. 

If this program is not worth paying for by its beneficiaries, 
it is not worth carrying out. This does not necessarily mean 
that any area not presently able to pay should be forever barred 
from participation. No firm rights should be acquired, however, 
without the corresponding obligation of full repayment of the 
costs allocated as above suggested. It is desirable that at 
least partial repayment begin even before receipt of water in 
order thet accruing debt service may not become a charge against 
the general taxpayer. Some areas may require a development 
pervicd before assuming full repayment. If granted this should 
merely extend, not reduce, the obligation of repayment. Where 
the project may have water from time to time surplus to the 


requirements of its customers, there is no reason why such 
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surpluses should not be disposed of to the best advantage of the 
contract purchasers, but such sales should never be permitted 
to reduce the quantities to which the contract purchasers are 
entitled nor to increase the cost which they are obligated to pay. 
CONCLUSION: 
One of the valid reasons advanced against the suggestion 
that the water program should be resolved by a constitutional 
amendment was the admitted difficulties in attempting to forecast 



























the solution to all future problems which might arise. Care must 
be taken in considering the approval of the present program not 
to cloud the issue by injecting the same difficulties into it. 
None of the water projects now successfully operating in this 
State sprang full-fledged from the engineering drawing boards, 
the legislative acts and the rules and regulations constituting 
their beginnings. While preliminary concepts are valuable in 
preventing early precedents which should be avoided, policies, 
principles and precedures appearing desirable today may be 
changed, adjusted or discarded in the light of experience avail-- 
able in the future. The project we have before us will supply 
present deficiencies threatening our present economy. It gives 
promise of a means to supply future requirements for expanding 
needs wherever they may arise. It merits support for just what 
it is. Many of the questions raised cannot be answered today. 
Their solution should best be left to the future, 

The purpose of these suggestions is to make sure that the 
project will be self-supporting, and will be substantially 
repaid by its beneficiaries, 

Signed Board of Directors of San Diego County Water Authority 
by Fred A. Heiibron, Chairman, 

CHAIRMAN TEALE: Senator Pisher. 

SENATOR FISHER: I should at this time like to state for 
the record that the City Council of the City of San Diego, which 
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is the largest agency within the San Diego County Water Authority 
and the second largest city, I believe, within the Metropolitan 
Water District, yesterday afternoon reviewed this statement of 
the County Water Authority and have endorsed the statement to be 
made before this Committee today and I wanted the record to so 
show, 


CHAIRMAN TEALE: Mr. Jennings, I would like to ask a few 





questions. Going back to your paragraph 3 on page 2 I assume 
from that, that you are anticipating that the water which you 
obtain will be from a Delta pool? 


WR. JENNINGS: That is correct. 





CHAIRMAN TEALE: And that if you go on to the next sections 
here in which you discuss the guarantees under the contracts, 
you say that the seller should be obligated to make available at 
all times the quantity promised to the purchaser at the agreed 
point of delivery. You are anticipating there that that guarantees 
is out of the available waters? 

MR, JENNINGS: That is correct. We are not intending by 
these statemsnts to in any way oppose the Delta pool concept, 

SENATOR FISHER: And you would be satisfied with a guarantee 
that you would receive water from that supply? 

MR. JENNINGS: Yes. 

SENATOR FISHER: Now, do you anticipate--I gather that you 
did, but I would iike to have you state again if that is what 
you meen, that as we add further collection units above the Delta 
that if the cost of that water goes up, that the price is going 
to have to go up to the user, but it should be a single price 
at the Delta to all users that take from there? 

MR. JENNINGS: That is our concept of it. We think that 
not only should the price at the Delta, that is the sale price 
of the water as distinguished from the delivery price should be 


uniform and it should increase as additional expenses are necessary 
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to produce it. On the other hand, of course, it should decrease 





So we would foresee that the price 





as facilities are paid off, 
at the Delta would be a factual price based upon the over-all 
recovery of the cost of the construction of those facilities 
necessary to put the water in the Delta where it would be avail- 
able to us. 

CHAIRMAN TEALE: Now, if we should come up against a problem 
that at the end of the payoff period of the original projects 
we find that we have necessarily had to construct further conser- 
vation works, you would anticipate then that you would continue 
to pay on the additional works as long as or until they are paid 
off? 

MR. JENNINGS: That is true. 

CHAIRMAN TEALE: Or until we reach a balance in our water 
supply? 

MR. JENNINGS: That is correct. We would assume there is 
always going to be operation and maintenance charges against the 
water at the Delta, that there will be capital repayment charges 
that will vary with the capital to be repaid, and as more and 
perhaps move expensive units are added to what we consider as the 
upper division, the impounding and conservation division of this 
system, that price would fluctuate. 

CHAIRMAN TEAITE: Any further questions? 

SENATOR REGAN; I have a question. 

CHAIRMAN TEALE: Senator Regan. 

SENATOR REGAN: I see Jce Jensen sitting down there, Maybe 
we need a little collaboration on this question or on the answer. 
I understood Joe Jensen to say this morning and then I had to 
leave for another meeting so I couldn't pursue it, that as 
additicnal--this is my understanding of what he said. Perhaps 
te didn't mean this--as additional projects are built which would 


ve up and above the Delta, that each would have its own system. 
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And I am wondering--were you here this morning? 


MR, JENNINGS: No, I am familiar with that statement, though. 





SENATOR REGAN: I would like to know if you know, assuming 
that Joe said that, and I think he said it, do you know what Joe 









meant and maybe Joe would like to answer for himself. I am not 

quite sure because I can envision a number of conduits going down 

the valley that probably don't belong down there. 
MR, JENNINGS: Mr. Chairman, I would hesitate to interpret 




























Me, Jensen's remarks as long as he is here, I know what I think 
he means, 

SENATOR REGAN: What do you think he means? 

MR, JENNINGS: I think he has the approach on this thing 
which I have noticed in my relations with Metropolitan Water 
District, that these projects should stand on their own feet and 
when they are paid off that should be the end of them, If another 
project is necessary it should be evaluated upon its worth and 
its cost benefits and it should stand on its own feet and when 
you have paid off the Oroville Dam of the Feather River Project, 
if you want to stop there that should be the end of it. If you 
want to go up and make more expensive development then that 
should be priced on a repayment of that particular unit. 

SENATOR REGAN: Do you understand there would be separate 
and distinct transportation facilities? 

MR, JENNINGS: I wouldn't believe that that was within my 
concept of his concept. I don't think you would duplicate con- 
duit systems. 

SENATOR REGAN: May I ask Mr. Jensen what he meant on that? 

MR, JENSEN: I would say Mr, Jennings is a pretty good 
interpreter. If a contract could be made between one system and 
another to operate together, that obviously would be a wise thing. 

SENATOR REGAN: But in the event no such contract was made-- 


take the next step, Mr. Jensen, Would you mean there would be a 
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let us assume we are building the Feather River 





separate system? 


Project over on the Feather River and then the next logical step 


































is a system that would be built, say, on the Eel, the North Eel 


Now, do you envision a separate and distinct 





or something. 
system not only in the dam itself, but in the transportation of 
water to the ultimate user? 


Well, if the first facility were running at 





MR. JENSEN: 
full capacity, there wouldn't be any room for any more water. 

SENATOR REGAN: I know, but that is not what you said. 
Assutting the full capacity, I think we would all understand you 
would have to do something else. 

VR, JENSEN: You are projecting something into the future 
which the Board has not reviewed and which in my opening statement 
I explained the text of what was written and what I had delivere: 
was what the Board said and that anything else was extra. Let me 
thank you, Mr, Jennings, for the proposed interpretation, which 
is rational. I think he has done a good job for me and he is a 
good mouthpiece, 

SENATOR REGAN: I am not asking you to bind your Board. [JI 
am asking you what you meant because you are the one who testi- 
fied personally. Would you envision that under any of the circu-- 
stances you related that even though, say, the Feather River 
conduit system was not running to full capacity, that if you buli* 
& vroject ovei’ on the Eel that you would also build an additionai 
conduit system assuming that there is a different service customer? 

MR, JENSEN: I would say if there is extra capacity in the 
conduits that ishe owner of the conduit would have sense enough to 
Make a contract to permit its use. 

SENATOR REGAN: All right. I will take that, 

SENATOR COBEY: Mr. Jennings, you are also Vice Chatrman of 
the State Water Commission at the present time? 


MR, JENNINGS: Well, I happen to be, Senator Cobsy, but I am 
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certainly not here today speaking for them, 

SENATCR COBEY: I know you are not speaking in that capacity. 
I am somewhat concerned over the fact that in your statement here 
on behalf of the San Diego County Water Authority you state that 
these costs must be fully repaid and so you reject the idea of 
any type of subsidy at all, is that correct, to any of these water 
users? 

MR. JENNINGS: No, I don't think we go that far, If you will 
recall the statement that we made is that such costs as recreation, 
that type of thing, is such a minimum amount in view of the entire 
cost of the project, that while we think it should be recovered 
from the users, we don't feel that the ultimate decision that may 
be made on that should make or break the project nor persuade us 
or dissuade us front supporting the progran, 

SENATCR COREY: What I am concerned about is the San Joaquin 
Valley agriculture, As you know, the main source of supplemental 
water in that area:‘at the present time is the Federal Central 
Valley Project and that is a subsidized source. Now, as I get it, 
you are suggesting that for the State Water Program there will be 
no subsidy to agricultural water at all. 

VR, JENNINGS: That is our suggestion. 

SENATOR COBEY: Now, certainly on the basis of your partici- 
pation in the Irrigation Districts Association and your other wor? 
in the water fisld, do you think that--or let me put it this way, 
are there not substantial areas of the San Joaquin and I suspect 
of the Sacramento Valley as well, that full repayment may be 
beyond their ability to pay? 

MR, JENNINGS: Well, I have heard that statement made and it 
may be true. On the other hand, I don't see why anyone else 
should pay for their water, I am thinking of, for instance, the 
Merced Irrigation District, one of whose directors was the State 


President of the Irrigation Districts Association when I was the 
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Chairman of its State Water Policy Committee, 
Elmer Wood, 





SENATOR COBEY: 





MR. JENNINGS: And as you know, Elmer Wood sees no reason 
why he should be taxed in any way or contribute in any way to the 
produce from farms that he says are more favorably located both 


as to market and climatic conditions by taking his money and 







bailing out an agriculturalists in some other location. And I 
think basically, as far as I know, that that is the majority 




























opinion of the Irrigation Districts Association. Now, it is true 
that there are some districts within the membership who have not 
taken kindly to that basic policy. 

SENATOR COBEY: Such as the Friant Water Users Association? 

MR. JENNINGS: I beg your pardon? 

SENATOR COBEY: Such as the Friant Water Users Association. 

YR, SENNINGS: Well, such as the Friant Water Users Associe- 
tion and others. However, on behalf of the San Diego County Water 
Authority for which I am speaking here, we do not believe that 
there should be an agricultural subsidy. We thinkthat the minute 
there is an agricultural subsidy that then you get into this 
problem of unearned increment and unjust enrichment and it shouldn't 
be attached to this water program, and the way to avoid its being 
impinged upon what starts out here as a water project, is to give 
nothing to anyone that they don't pay for, 

SENATOR COBEY: But, at least a possible consequence of such 
& policy would be to exclude the largest agricultural area or a 
jarge portion of the largest agricultural area in the State of 
California, namely, the Central Valley, completely from the State 
Water Program, 

MR. JENNINGS: Well, I am sorry that I have to answer it 
rather brutally, but I nevertheless feel that common sense means 
*hat if the water does not have the value to them so that they 


can afford to pay its cost, that then it should go someplace that 
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can pay its cost, 
SENATOR COBEY: Well, but as I pointed out this morning 
historically in the San Joaquin Valley agriculture water has been 
































subsidized even by private power money. Take the half-a-million- 
dollar revenue a year that is derived from the contract with the 
Pacific Gas and Electric Company which in turn goes to subsidize 
the agricultural water for that district, 

MR. JENNINGS: That is, of course, I presume a subsidy from 
the power users to the agricultural users, but the fact it is in 
existence doesn't in my opinion make it right and when applied to 
a State project that does not serve the entire State so that there 
is large areas of the State that will be called upon to put more 
and more money into this and either take it from the taxpayer or 
from some other source if the people that use it don't pay for ii, 
I do not think it is right, 

SENATCR COBEY: From the other water users, perhaps from the 
other water users, municipal and industrial water users? 

MR. JENNINGS: That is correct and our position in San Diego 
County Water Authority, or I may say my personal position is that 
the water is too valuable to be wasted in areas that cannot pay 
for it. Now, I think that if there are areas such as you speak 
of that need development time, that should be granted to then, 
but I don't think that should reduce the cost of the water below 
its cost of production. 

If the federal system wishes to continue with that, I think 
that is a matter for federal policy to decide, but I don't think 
the fact that that is the federal policy necessarily makes it 
good or desirable here. 

SENATCR COBEY: But, basically, Mr. Jennings, what we are 
arguing about is whether the pattern that obtains in your parti- 
cular area shall apply statewide or whether the pattern that 


obtains in my particular area shall obtain statewide? 


iin 



































MR. JENNINGS: Well, we are both talking from the viewpoint 
of our own selfish interest, Senator, but I think the viewpoint 


in our opinion, not only 





that we are trying to express is, 
best for ourselves, but it is best for the State as a whole and it 
is the only policy on which the State can afford to get into this 
kind of business, 

SENATOR COBEY: But as I see it and you might very well 
disagree with me on that, the consequence, as I see it, is, for 
example, that Southern California agriculture which the witnesses 
this morning said is declining and eventually heading for 
extinction will participate in that program, but a gocd part of 
Nortnern California agriculture will be denied it. 

MR, JENNINGS: Well, it will not be denied it. You say it 
will not participate in it. It will not participate in it because 
it is not economically sound. It will not participate because it 
can't pay for it. If in the future the needs for these additional 
agricultural products not now obvious becames so desirable that 
the State as a whole said we must make it possible for people to 
grow things even though they can't pay what the costs are, that 
is something I think the future should decide. Getting back to 
my statement here, we shouldn't let what may be the best policy 
in the future govern us or we shouldn't be attempting to resolve 
what that is today. Certainly the best policy today in this 
State is to not make any of this facility a charge against the 
State taxpayer who is overburdened already, 

SENATCR COBEY: I am not interested in making a charge 
against the State taxpayer, but I am interested in this practicai 
problem, Mr. Jennings. It seems to me that if the Department 
conducts marketing and contract negotiations, for example, in 
the San Joaquin and Sacramento Valleys, and ability to repay 
studies which as you know they are conducting in certain areas 


of the Sen Jcaguin Valley at least, and they tnen determins that 
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the cost of this water on the basis that you have outlined is in 
excess Of that ability to repay, they will then know the amount 


of subsidy involved, If that subsidy is then spread over all of 


the users, other users of the State Water Development Systen, 
do you think that it will have any particular impact of any sub- 
stantial nature on the prices that those users will pay? 

MR, JENNINGS: I don't know because, of course, we don't know 
what kind of dollars we are talking about, Probably it wouldn't 
in the over-all picture greatly increase the cost, but the cost, 
Senator, is going to be very high regardless and no one wants to 
add to it for their own area. And I would like to say this, if 
that appears to be a desirable thing in the future, to part with 
some of this water at less than cost because of the desirability 
of it, the benefits statewide, I think it is a matter that should 
be decided in the future. But it shouldn't be, I believe, that 
that viewpoint should not prevail today. There is this thing 
about it. This is an expznsive project and the need for additional 
construction from time to time is going to be more expensive as 
we g0 along. New, those needs are hurried. They are precipitated 
by meking a bunch of cheap water available to produce crops that 
are not essential to our economy as of today. Why should we 
hurry the additional expense of producing the additional water 
that can be utilized tcday at its cost by making a lot of it free 
or at least less than cost to areas that will, by its use, merely 
hurry the dey when those that can pay will have to pay and pay 
again. I do not myself go along with Mr, Jensen's project-by- 
project approach, I am for a utility concept, but I don't think 
that even under the utility cmcept we should hurry the day when 
you have got tc build a new plant because you are giving your 
product from the existing plant away at less than cost, 

SENATOR COBEY: I am concerned about the future more then 


California agriculture, and as I get the picture from you and 
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other witnesses this morning, in the South you pretty well have 


































decided that agriculture is on its way out. But I don't think 
we have made that decision with respect to the Central Valley, 
and as we all know, agriculture will always be the largest single 


user of water, It is one that uses water on a volume basis. As 





I pointed out to Mr, Jensen this morning, that 250,000 acres we 
have under the exchange contract uses more than his 7 million 
people do down there. We are up against, also, Mr. Jennings, 
this question. Domestic use, as you know, as been interpreted to 
include industrial use and so industry has been placed ahead of 
agriculture in terns of priority. Given those situations, I mean 
given that situation, you still feel that Northern California 
agriculture or at least large segments of it should be priced out 
of this program? 

MR, JENSEN: You make my position a little tougher than it 
appears to me to be. I don't say Northern California, nor do I 
say the San Joaquin Valley,nor any particular area. I say that 
we cannot afford to put out this water in great quantities and 
increasing quantities at less than its cost and thereby increase 
the burdens on the State of providing for its replacement and 
charging it back to the people without whom the whole program 
couid not be written today because it could not be financially 
underwritten, 

Now, that is, whether you collected from the industrial and 
domestic consumers or whether you collected from the State tax- 
payers, because basically they are both the same people. 

SENATCR COBEY: Yes, the State taxpayers may be a somewhat 
larger group. 

MR. JENNINGS: It is a larger group, but every one of them 
are taxpayers and they probably pay the largest proportion of 
State taxes. I would like to just say this, too, Senator Cobey, 


as you sey, we have given up cnagriculture, That is basically 
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true. As we give up on agriculture and take our at-one-time- 
considerable production out, don't you think it is possible that 
it will be a profitable thing for the San Joaquin Valley and 
other areas to pick that up and sell it to us? 
SENATOR COBEY: Well, you see, you have certain high-income 







crops that climatically we can't produce, There are certain-~- 
as you know, we have a pretty good citrus area started in the San 
Joaquin Valley, but there is a lot of the valley we can't use for 


citrus. I don't see how we can grow avocados and that sort of 




























thing. 
MR, JENNINGS: I don't think you need to worry about 
avocados making and breaking you, but we will be buying carrots 
and celery from you. 
SENATCR COBEY: I do notice also that you even suggest that 
we mignt have partial repayment before the receipt of the water. 
Of course, that is also contrary to our pattern of experience 
because our irrigation districts don't charge for water until it 
is delivered amd we can't pay in advance, 
MR, JENNINGS: Well, but, Senator, doesn't your irrigation 
district when it builds a project and floats a bond issue, it 
may have to begin repayment of the debt before its water is 
available, and in that event you levy an assessment on your land 
and use that to support your debt payments and that may occur 
before youvhave water from the project. 
SENATOR COBEY: Yes, that is a possibility. 
VR, JENNINGS: And that is, of course, what I mean here, 
You are going to have to get service unquestionably before incoite 
from the sales of water or power will support the bond issue, 
and I think that if we expect in all reality that this program 
will be acceptable throughout the State, you have got to make 
scne>rovision for payment of interest. 
SENATOR COBEY: Just one fucther word, If Northern California 
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agriculture is priced out of this program, that means that this 
program becomes basically a program for municipal and industrial 
water and we are committing to the extent of this project the 
State water resources for that purpose? 
MR. JENNINGS: Well, if your premise was true, that might be 
the result. But I just can't offhand accept the theory that 
agriculture cannot pay the cost of its water from this project. 
SENATOR COBEY: Well, the only thing that concerns me, Mr, 


Jennings, is that I notice that here in the tables that were 































furnished us by the State Department of Water Resources, why 
they are talking about for the South Bay Aqueduct $14 as their 


payment capacity and that sort of thing. Now, for agricultural 





water, as I have stated this morning, why the Merced County itself 





is currently paying $1 an acre-foot and $1.50 an acre-foot. A 
change like that in your water bill when it is one of your sub- 
stantiai items in your total cost of production is something that 
cannot be easily absorbed. 

MR. JENNINGS: Yes, but on the other hand, of course the 
people in the Merced County that are receiving water from any 
other source than Bureau projects where there is an interest 
component subsidy are paying the full cost of production of that 
water and have paid for it from the start, 

SENATCR COBEY: Yes, but that is locally deveioped water 
that is cheap, 

MR, JENNINGS : It wouldn't be as expensive as this so it 
might be a wise thing for Merced County to get together and put 
all the water at one price, 

CHAIRMAN TEALE: Senator Regan. 

SENATOR REGAN: Mr, Jennings, I would appreciate your 
Opinion on a guestion thet I would like to ask which is a littie 
bit lengthy. It has to do with the present law and Senate Bill 


1106 and what appears could be gen inequitable conclusion and I 
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would appreciate your advice as a water lawyer on this point. As 
I understand the law to be, in the absence of action by the 
legislature problems of the contracts, the pricing, rights and 
so on, will be set by the Director of the Department subject only 
to the provisions of the Water Code, I think, as we set forth in 





the provisions of the Central Valley Project Act. Now, as I 
further understand the law to be, the Departmentf#7ill enter into 
contracts and fix prices and establish rates and charges and so 


on if the Legislature does not act. Now, this is my point. 





Could it conceivably reach this situation where in the event the 
Legislature does not act one director who is here today and there 
may be another one tomorrow could establish a set of prices and 
rates and so on in a particular contract for one group in the 

State and immediately the following month if there were a new 
directcr cr the same director himself could, without paying any 
attention to what was done previously, set up an entirely differ- 
mt contract policy and set of pricing rates ard so on to an 
additional group even with the economy being the same? 

WR, JENNINGS: I think legally you are correct, Senator. I 
believe that a contract could be made by the Department to say, 
for instance, the San Diego County Water Authority would recover 
fully the cost and turn around and enter into a contract with 
the Merced Irrigation District just as Senator Cobey would like 
for them, too, I think legally that is entirely possible. 

SENATCR COBEY: I agree with you, 

CHAIRMAN TEALE: Senator Fisher. 

SENATOR FISHER: As I understand your testimony, Mr. Jennings, 
your feeling is that whether it be the production of carrots or 
the production of cars or steel or radios that the cost of water 
should not carry in it, in the pricing concept throughout the 
state, a hidden subsidy and that if in fact at some time we decide 


that agriculture of a particular type or particular area ought to 
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be subsidized that this should be approached as a separate and 
distinct policy question by the Legislature and not written into 
our basic water law and bound up in repayment of bonds and so 
forth, 

MR. JENNINGS: That is my philosophy, yes. 































SENATOR COBEY: Senator Fisher, I might say that I have no 





objection to the subsidy being open. I never have, I am not 
concerned about it being hidden, 

SENATOR FISHER: I just vant to see if I understand Mr, 
Jennings as I thought I did in the beginning. 
CHAIRMAN TEALE: Any further questions by the Comnittee? 

SENATOR JOHNSON: Just one that was epparently overlooked, 

In your contracts, Mr. Jennings, you did not mention you would 
be willing to prorate in case of water shortage. I am sure you 
would be willing to do that as Mr, Jensen expressed. 

VR. JENNINGS: I am sure we would, Mr. Johnson. I don't see 
as there would be any other way of doing it. Any shortage that 
results from natural inability to provide water by Act of God or 
by Act of Nature would have to require pro rata among contractors, 

SENATOR JOHNSON: Thank you, 

SENATOR FISHER: Would I understand that in the proration 
you ere talking about those areas who are taking surplus water 
Over and above the reasonable beneficial uses within the counties 
of origin? 

MR, JENNINGS: That is right. I don't think there will be 
any other water subject to contract in that type of water. The 
contractors would have to share between them any shortage, 

SENATCR FISHER: I should also include, because Mr, Jensen 
didn't in his statement, the Watershed Protection Act. You 
enticipate the surplus being within that concept also? 

MR. JENNINGS: Yes, I feel that both the County of Origin 


Law and the Watershed Protection Statutes are part of this and 
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that what we are talking about is water surplus and surplus, of 





I have never had any argument on that, 





course, to vested rights. 
SENATCR FISHER: So, in time of water shortage the shortage 
would be prorated among the contractees of the surplus water? 
MR, JENSEN: That is what my opinion would be. 
SENATOR RICHARDS: Mr. Jennings, since the close of the last 
legislative session there has been a lot of comment and I believe 


considerable concern on this question of unjust enrichment or 



























agegrandizement of land value, You touched upon it in your dis- 
cussion of the question regarding subsidization of agriculture, 
Do you feel since it was mentioned that in the event of no 


hidden or open subsidization that then we will have met and solved 





What I am getting 





any remaining question of unjust enrichment? 


at is to try--this thing means different things to different 





people and I am wondering if, by virtue of thovery placement of a 
project as it passes through certain agricultural land and it 
does not pass through others, and as you have large landowners 

in certain areas and small iandowners in others, we would never~ 
theless still be confronted, or would we, with the question of 
unjust enrichment ? 

MR, JENNINGS: I think we are confronted with it continualiy 
and from all directions. I think that if this project is placed 
into operation on a full repayment basis, that it in itself has 
not accentuated the problem of unearned increment and unjust 
enrichment. But nevertheless it is there, It is there wherever 
you build a highway. We go up into the Upper Feather River 
reaches and we put in a reservoir one of the matn purposes of 
which is recreation, That creates an increase in value of the 
motel site in Portola, Everything you do--if it wouldn't create 
values within the State, it wouldn't be worth doing, so we know 
it will increase values. Unfortunately by mere location facili- 


tles that are built increase valves where it is of easy access 


-9h- 






to a greater degree than values in other locations. 










Now, what the answer to that is I don't know. I think it 
ils a serious problem and we are going to have to apply ourselves 


to this whole problem, There is a great difference between just 





increase in values and increment and the unjust element of it. 


Now, where the unjustness point comes I am sure I don't know and 










what the solution is to it I am sure I don't know. I don't think 
it is arbitrary acreage limitation any more than you would say 
wherever we build a reservoir that can be used for recreation, 


people can only build a ten-unit motel. They can't build a 





thirty-unit motel, You can't put such a yardstick on it, But it 





is a problem, Senator, and I don't say that this full repayment 






















is a complete solution to the over-all problem, but I say that 


it makes this water project as innocuous a creator of unjust 





enrichment as you can make the water project. If we put an 
aqueduct up through the Antelope Valley, land in Antelope Valley 
for industry and urban development will considerably jump in 
price, We just recently built an aqueduct in San Diego which ic 
the tail end of this system, We built it through land that 
before we even taiked about the aqueduct you could have picked up 
for $25 an acre. The minute that we are going to build an aque- 
Guct through it, even before you have constructed it, you go out 
anc conce:m it and you pay $500 an acre for it. From the view- 
point of the public agency that has to pay through the nose, 
that is “a wines and unearned increment that results only from 
the fact we are going to spend the money and put improvements in 
thers, but I don't know what the solution to it is. I think it 
ls a separate subject and should be divorced if possible from 
this water project. 

SENATOR RICHARDS: Thank you. 

SENATCR COBEY: Mr, Jennings, then you would agree that if 


there is full repayment there is no subsidy and generally speeking, 
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then, there is no unjust enrichment? 





MR, JENNINGS: I would say there is enrichment but not 





unjust enrichment, 






SENATOR COBEY: There is additional value but it has been 






paid for? 





MR, JENNINGS: That is right. 






SENATOR SLATTERY: Mr. Jennings, on your point that every- 







one should bear their just share of the costs of this thing in 


response to the question of Senator Cobey,having to do with the 






agricultural interests in the San Joaquin Valley, now, there are 







some things in there that would still worry me if we charged 
those farmers down in Merced County their full cost and that 






would be--first, I might say that I don't agree with you that ail 







taxpayers are getting the benefits of the water program, I 


think that there are two separate groups, one is inclusive of 






















the other, and the other is exclusive. What about the tidelands 
oil money? Now, I think that was some $83 million and we are 
throwing that into this project as a starter, That, of course, 
belongs,the way I look at it, to the taxpayers of the whole State, 
Then you have the State itself granting its credit to the tune 
of a billion dollars, close to $2 billion. That is the credit 
of all the taxpayers, and so it appears to me that you can't 
assess the exact costs of the users of the project because we 
are not doing it. We have in there, I believe, a 30-or 35- 
million-dollar item to implement what we usually call the 
Grunskxy Bill amd part of that is a pure subvention from the 
State. Then those people, am it is something that is very near 
to the people in my district, and I am certainly not mocking this 
program, but then those people are in turn getting something, 
are they not, which they are not paying for, you might say? 

VR. JENNINGS: Let me see if I can answer the points you 


raised in order, I think that you made an important statement 
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when you mentioned the so-called oil money, the investment fund 





or the water fund. As I understand it, that is not going to the 





specific benefit of any particular group of people or any par- 







ticular area of the State because whatever of that money, and 


presumably all of it would be used in the building of these 






facilities, whatever cf it is so used must be under my theory 






repaid with interest to that same fund and the fund as it is 







used, any money taken from the Water Fund releases an equal 






amount of bonds for other development. Now, I foresee that in 


this over-all program of water development that we are going to 






benefit all sections of the State ultimately. 






I think that was one of the rather admirable things about 






the way this program is set up, that the immediate thing will 


























receive the benefit of the oil money, will receive the temporary 
benefit, let's say, of the oil money, but for each dollar of oil 
money that is spent after the effective date of the act when the 
bonds are issued, a dollar in bonds is released for subsequent 
development and then the pot from which the oil money comes must 
always be repaid with interest so that money will be available 
as long as water development is required by the State, and it 
would appear that that is as near to a total statewide benefit 
as you could calculate anything of this type. 

Now, let me see, these subventions--it is true that under 
the Davis-Grunsky Act there can be grants. Now, just what those 
grants are for is pretty well spelled out in the act. They are 
for enhencerisnt of wildlife and recreation and things of that 
sort, Ths purpose of the grants is in the general State welfare 
and benefit in the opinion of the Legislature who passed it. 

Now, if the Legislature wishes to make grants available for 
the same purpose for recreation on these State projects, that is 
well within the ability and the wiscom- of the Legislature to do 


so, but I agree with you, you never will collect 100 cents on tho 
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dollar and there is a lending of the State's credit in here, 
There is a lending of the State's credit in the Veterans' bonds 
and in all of those things. 

SENATOR COBEY: School buildings. 

MR. JENNINGS: Yes, in all those things there is a value to 
it by the recipients of this thing, but is there any detriment 
to it? Now, there is a detriment to the federal taxpayer in the 
waiver of interest on agricultural repayment because the United 
States has to go out and borrow the money ard put up the interest. 


I see today that you can get some 5 percent on your money from 





That is a very substantial 





Uncle Sam if you have it to lend. 
cash benefit. While a lending of the State's credit is a benefit, 
it is not a detriment to the State if you get the distinction. 





SENATOR SLATTERY: I would agree with you. I don't think 
it is a detriment either. 
SENATOR COHEY: What if it increases the rates of the 

interest on the other State bonds? 

SENATOR O'SULLIVAN: I am not clear from your statement as 
to the formula or basis upon which you would price this water, 
We are dealing here with the word called "cost", and we are 
talking about pricing. Now, would you price the water in this 
project somewhat on the basis of the particular area's ability 
to pay or what sort of a formula do you have in mind for the 
pricing of water both domestic and industrial and agricultural? 

MR, JENNINGS: Well, our approach here to it is that the 
price should consist of three specific items, It should first 
be a uniform general price to all purchasers of water from the 
Delta pool under the utility concept. It should be the same to 
&ll of them and it should be arrived at as the amount that is 
necessary to repay the costs of the facilities that place that 
water, make it available to the Delta, Now, that would be Unit 


1 of your price, 




































Unit 2 would be the cost and that would be a sectional cost 
that would vary with distance and with cost of the works necessary 
on a portion and use basis of the distribution facilities so that 
an agency that could be served with Delta water either above the 
Delta or at the Delta without distribution works would get the 
water at the pool price at the Delta, which would be the amount 
necessary to repay the capital costs with interest of the facili- 
ties that make that water available there. 
Now, that would be a price that all purchasers would pay and 
as you got into distribution systems, then you would pay your 
proportionate sectional cost necessary to repay the costs of those 
facilities. 

SENATCR O'SULLIVAN: As I understand your formula for 
pricing, it would be based upm the amortization amd repayment o?’ 
the costs of the projects alone, some formula based on repayment 
of the costs to the State? 

MR, JENNINGS: Well, that is correct, yes. 

SENATCR - O'SULLIVAN: Have you at any time ever considered 
a pricing based upon either ability to pay or comparative costs 
of water in the particular area of alternate sources? 

MR. JENNINGS: That is a matter that I have here discussed 
and T have thought of myself. I don't personally believe that 
it is 4 fair substitute for the repayment of the costs of the 
project. If it is ability to pay and that ability to pay varies 
from place to place, why we get into the situation which Senator 
Cobey and I were discussing, which you can see I don't believe 
is the proper way to do it, 

SENE£TCR © O'SULLIVAN: Well, do you have any specific object- 
lons to a pricing based upon what an alternate system might cost 
you to supply a particular area? 

MR. JENNINGS: Yes, I do--if the alternate system has 
within it the policy which the State under my approach would not 
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adopt, that is a subsidy. Now, if we are speaking of the Bureau 









water and State Project water, I think State Project water 
should be more expensive than Bureau water because the Bureau 
water grants a subsidy of no interest to the agricultural use, 


SENATCR COBEY: Plus the excess power revenues. 










MR, JENNINGS: Yes. 
SENATOR O'SULLIVAN: I take it that in your policy of 
pricing you have limited yourself to one based almost entirely 


upon the factor of the amortization of the actual capital costs 





structure? 





of the 






MR. JENNINGS: That is correct, 

























SENATOR O'SULLIVAN: Of the various structures. 
MR. JENNINGS: Basically, that is what I think the price 
should be, 

SENATOR O'SULLIVAN: And within that principle you would 
have a breakdown of allocation of costs to certain areas of 
certain features of the project? 

MR. JENNINGS: That is correct, 

SENATOR O'SULLIVAN: And you would work out some sort of a 
cost accounting allocation system and then apply different prices 
to different areas? 

MR. JENNINGS: That is true, and, of couse, it is obvious 
that < represent an area that is on the tail end of the line and. 
we would pay the most, 

SENATCR O'SULLIVAN: And you object to the principle of 
pricing on the basis of ability to pay? 

MR, JENNINGS: Correct. 

SENATOR O'SULLIVAN: And you object also to the principle 
of pricing on a formula based upon costs of supply from some 
alternative system? 

YR. JENNINGS: That is correct. 


SENATOR COBEY: May I ask ons question. Weil, under your 











system, Mr, Jennings, of course, unlike the federal multiple- 
purpose project, there would be no reason to make any allocation 


of costs in terms of purpose, would there? 



































MR, JENNINGS: No, that is true. I don't think when we get 
down to this technical thing, allocation to cost, I think that 
the closest that I could come to saying how you would allocate 
cost is on the proportional-use basis, 

SENATOR COBEY: Well, as I see it, though, for example, as 
you know in a federal project they allocate as between irrigation, 
navigation and fish and wildlife and on down the line, power and 
municipal and industrial use, But under your system since they 
will be the same price regardless of use-- 

MR. JENNINGS: You see how simple it is, 

SENATOR COBEY: There would be no allocation. It is the 
simplicity that frightens me, 

SENATOR REGAN: Mr, Jennings, I would appreciate your advice 
to the following situation, as to just how or what your reaction 
would be to it. Let us assume the completiom of the conduit 
system from the Delta to Southern California and your area having 
contracted with the State to have delivery to it of "x" number of 
acre-fset of water under what would be the usual firm contract, 
let us assume other areas of the State desire water from the 
system which will require the building of additional structures 
above the Deita which would then add to the cost of the water in 
the Delta. Now, what would your reaction be or what do you 
believe wouid be equitable with regard to the continuing price to 
your district? Should you continue to pay the same price even 
though that water being put in the Delta is at an additional cost, 
or should the price to you be increased as it is increased to the 
other customers? 

MR. JENNINGS: We believe that it should be increased, We 
think that that price should be e variable price and that it 






should always be pegged to the cost of putting it there without 






regard to the firstcomers having the cheaper supply. Now, that 


































is not the position of Metropolitan Water District. We are the 
agency mentioned by Mr, Jensen that didn't go along. 
SENATOR FISHER: Mr. Jennings, may I ask you next, am I 
correct in stating that the San Diego County Water Authority is 
the second largest agency within Metropolitan Water District? 

MR, JENNINGS: Well, the largest agency within Metropolitan 
Water District is the City of Los Angeles, and the second largest 
useG to be the Authority and now it is the Central Basin Area, 
the Central Basin Municipal Water District, and we are, I believe, 





at the present time, the third largest agency. The thing that 
you just mentioned there, Senator Regan, and we would have pre- 
ferred, of course, the approach that you get in on this project 

on the ground floor and you get the cheapest water, and we went 
along with that position generally. We feel, though, that what 

we are addressing ourselves now to is an entirely different 
pregram, There is no use that we see of in going back of 1106, 
The question is, is 1106 acceptable. It is to us and it basically 
would require an adjustment in price within increased costs, 

SENATOR COBEY: Is that written into 1106, the utility 
concept as you see it? 

MR. JENNINGS: No, I don't think it is compulsory. As I 
say, legally I think you can let contracts on any basis if the 
legislature doesn't put its foot down. But I think that that is 
the basic concept of 1106 and we accept it as such, 

SENATOR FISHER: Mr, Jennings, then I understand your 
position to be that you do not believe that it is necessary for 
the San Diego County Water Authority to have a s:cific right in 
& specific amount of water from a specific location from specific 
‘mits of the California Water Development System all guarsnteed 


within the contract assuming that you entered into a contract? 













MR. JENNINGS: Well, it would be highly desirable but I 
consider it to be unrealistic and aksolutely impossible both 
legally and naturally. 
SENATCR FISHER: Let me ask you as Counsel for the San 
Diego County Water Authority whether or not your contract rights 
with Metropolitan Water District provide for a specific amount 
of water from a specific source and from specific units of the 


Metropolitan District in perpetuity? 





























Mm, JENNINGS : Well, it is an improper concept to think of 


it as a contractual relationship. We are a part of Metropolitan 





and therefore governed by the statutes which decide those things. 
However, let me say that there is no guarantee in the statute of 
a particular amount of water from any particular source, nor is 
there a fixed price not subject to variation, and since we have 
been members, I think we have had three raises as their costs 
increased, and we would expect we will have more and the right 
which we have is a proportional participating right in whatever 
supply they have. If they lose the water, why our right goes 





down, our total right, and if they add other areas to their 
boundaries which we have no control over, our right is depreciated 
in percentage. So we do not have a firm right in a firm source 

of supply nor at a firm price. 

SENATOR FISHER: Then, you would anticipate that if Metro- 
pelitan Water District received water from the North and 
commingisd it within their system, even though the San Diego 
County Water Authority presently draws water from a specific 


source, that is, the Colorado River, that you would anticipate 





an increase in the cost of the San Diego County Water Authority 
because of the increased cost of water generally from the addi- 
tional source? 

MR. JENNINGS: Yes, there is no Santa Claus passing out the 


money to Metropolitan. We pay our bill and they have to charge 
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us whatever it costs them, 

SENATOR COBEY: Mr, Jennings, do you expect a better quaiity 
of water from the North than you are now getting from Colorado 
River? 

MR, JENNINGS: Well, I don't know if it is proper to expect 
it or not, but we certainly hope for it. 

SENATOR COBSY: Actually you know what I am talking about, 

MR, JENNINGS: I think it will be a much better quality 
water mineralwise at least. 

CHAIRMAN TEALE: Thank you, Mr, Jennings. We are going to 
take a five-minute recess. 

(Thereupon a five-minute recess was taken. ) 

CHAIRMAN TEALE: The next witness is Mr, Doyle Boen, General 
Manager of the Eastern Riverside County Municipal Water District. 
Mr, Boen, you may proceed, 

MR, BOEN: Senator Teale, Members of the Committee, the 
Riverside County Water Association appreciates the opportunity 


to make this statement relative to cost allocations for State 





water facilities and general contract provisions for service from 
the facilities. Incidentally, Mr. Chairman, I might at this 
time state that the agenda is a little bit erroneous. I am the 
General Manager, Chief Engineer for the Eastern Municipal Water 
District, but I am making this statement on behalf of the 
Riverside County Water Association, since it covers the county 
more completely, and my invitation was to do so if possible. 

The membership of the Riverside County Water Association 
includes a substantial majority of all of the water agencies of 


Riverside County. The number of agencies represented in the 





Association delivering more than 250 acre-feet per year to their 
consumers numbers 34, while the number of agencies delivering 
less than 250 feet per year is 18. The Association is repre- 


sented by members from substantially all of the lands of 
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Riverside County which are under the proposed service area of the 
State Water Plan. 
Bulletins of the State Water Department setting forth the 
details of the State Water Plan indicate figures on development 
and water requirements which closely agree with the studies made 
by the local water agencies within the County. 
The areas of the County vary with respect to development 
and immediate financial resources. Some local Riverside County 
areas presently have reasonably stromg financial capacities, 
whereas some areas with less high value development do not have 
these strong financing capacities. However, this does not mean 
that these same areas will escape the explosive growth and 
development which is close at hand and which will, in turn, 

groom them to be ready, willing, and able to carry their fair 
share of State Water Project costs, 

Throughout the County existing economies have been sustained 
and expanded with the advent of supplemental Colorado River water 
from both the All-American Canal and the Colorado River Aqueduc*. 
New development at an accelerating rate is being made possible 
almost entirely as a result of the availability of Colorado River 
water, Obviously it is of great concern to Riverside County arr 
to its water agencies that a continuing and adequate supply of 
water be available for distribution to meet expanding develop- 
ment. 

The Board of Directors of the Riverside County Water Asso- 
Cilation has chosen to supply short answers to several of the 
questions which were prepared by your staff as a guide for 
testimony at this hearing, as attached hereto, 

Question 1: Is the agency you represent, or are the agencies 
in your area, a prospective contractor for services from the 
state water facilities? 


Answer: It is believed that several of the existing water 
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agencies of Riverside County within the service area of the State 
Water Plan are adequate and eligible prospective contractors for 
service from the proposed state water facilities. However, it is 
believed that Riverside County agencies representing more than 
700 square miles within The Metropolitan Water District of 
Southern California, together with their fringe areas, in the 
interest of economy and to avoid the duplication of very extensive 


facilities and operational functions, will look to the Metropoli- 





tan Water District as the logical contractor for providing supply 
service from state water facilities, 

Question 2: Do you favor a preference to public agencies, 
and what kind, in the marketing of power from a state system? 

Answer: It is believed that power should be sold at the best 
price it can bring on the market and the revenues applied to 
project and mainterance and operation costs equitably throughout 
the project service area so as to hold the price of water toa 
minimum in all parts of the service area, 


Question 3: Is the cost of power a significant part of the 





expenses of agencies in your area? 

Answer: Yes. We do considerable pumping. 

Question 4: Does any agency in your area produce power, do 
they market it, and if so, do they give a preference to other 
public agencies? 

Answer: No, Actually in our district we do have power 
produced but not from falling water and not by any public agencies. 

Question 5. Should price differentials be set for water 


delivered from a state system in relation to its end use--munici- 





pal or agricultural, for instance. 

Answer: No, we believe the need for a price differential 
should be a matter to be determined within the local contracting 
agency. 


Question 6: Do agencies in your district differentiate in 
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(In answer- 





charges for water to users on the basis of end use? 
ing the above two questions, disregard extra charges for treated 
water, ) 

Answer: Yes, we do differentiate. 


CHAIRMAN TEALE: Now much, if I might break my own rule? 





MR, BOEN: Well, it is widely different. In the district 
that I manage it will vary depending upon the nature of the 
service, but I would say roughly as much as--it averaged 2 or 3 


to l. 





Question 7: Could you estimate what agencies in your area 
may have to spend for construction and operation of distribution 
systems for water delivered from a state system? 

Answer: Very general estimates for construction costs for 
majoz feeders and distribution systems to serve those parts of 
Riverside County provosed to be in the project service area wiil 
amount to mere than 100 million dollars but would be greatly 
increased if the Metropolitan Water District facilities are not 
used to the fullest extent. Maintenance & Operation and capital 
retirement costs for delivery of large quantities cof water from 
the state water facilities to consumers in Riverside County ars 
estimated to vary from $10 to $50 per acre-foot, exclusive of 
water purchases and dotiestic service costs. 

Question 8: Do agencies in your area finance capital costs 
and operation and maintenance from assessments, taxes, service 
Charges or a combination of these? 

Answer: Agencies in our areas finance capital costs from a 
combination of assessments, taxes, and service charges, The policy 
of many local agencies in the area has been to finance capitel 
costs from taxes and to meet the Maintenance & Operation costs 
from water sales revenue. 

Question 9: What proportion of their capital costs are 


financed by bonds? 





Answer: Practicaliy 100 percent of the recent and future 











local water projects in Riverside County are and will be financed 
from bonds, excluding works constructed or to be constructed 
under federal or state financing. 


Could you estimate the proportionate use of 





Question 10: 
water for agricultural and for municipal and industrial use by 
































users within the agency or district boundaries in your area, Can 
you give this estimate for the present, for 1979 and for 1999? 

Answer: Estimates are available from various water agencies 
of Riverside County and from the State Department of Water 
Resources. 

CHAIRMAN TEAIE: Could you give us those names so we could 
contact them and get that information? 

VR. BOEN: Would you like to have them now? 

CHAIRMAN TEALZ: If you have them now. 

MR, BOEN: I could only give them by memory, but, Mr. Chairman 
I would be in a position to submit the names of the agencies in 
Riverside County from the Association. 

CHAIRMAN TEALE: Wili you do that? 

VR. BOEN: In @ letter of transmittal. 

CHATj}MAN TEAIE: Will you do that? 

VR, BOEN: Yes. 

CEATIRMEN TEALE: Thank you. 

VR, BOZEN: Question 11: The Department of Water Resources 
has estimated payment capacity for agricultural water for various 
sections north of the Tehachapi. This estimate is attached. 

Would your estimate be any different for any of the sections 


covered? 





Answer: We do not feel in position to comment on the rates 
indicated since they do not cover cur service area, and, of course, 
76 are not immediately familiar with them, 

Question 12: The Department of Water Resources had indicated 
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it probably will propose a zone pricing system for water delivered 


from State aqueducts, with a standard price within individual 

































aqueduct reaches. Would you comment on this? 


We believe this to be fair. 





Answer: 


Question 13: It has been suggested that the State should 





set a single price, at least within zones, for both agricultural 
and municipal and industrial water, and that the contracting 
districts should, if necessary, set price differentials according 
to ability to pay by various classes of users. Would you comment 
on this? 

Answer: We believe the State should set a single price 
within zones for all water and that the distributing agencies 
should set price differentials for the various classes of water 
users taking into account their ability to pay and other condi- 
tions dictating lccal price fixing. 

Question 14: If this system is used, do you think that 


multi-agency organizations might be necessary for the marketing 





of water? Is present legislation adequate for formation of such 
organizetions, if they are desirable? 

Answer: We belleve that present legislation adequately pro- 
vides for various kinds of organizations. It appears generally 
that the larger the contracting agency the more workable the 
contract would be. 

With the limited information at hand relative to form of 
State contracts, it appears that the Metropolitan Water District, 





in contracting for its service area, might in turn comtract for 
substantially all of the state project area in Riverside County, 
Otner than the Coachella Valley area which, in turn, might con- 





tract through the machinery of the Coachella Valley County Water 
District, to avoid Cuplications. 


| 
| 


Question 15: Should the state sell water or power to both 







public and private egencies? If sales are made to private 
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agencies what suggestions do you have to insure repayment? 

Answer: We prefer to answer this question in two parts, one 
as to water and one as to power, 

With respect to water, we believe that the State should seli. 
to either public or private agencies, provided satisfactory 
arrangements can be made to pay project costs. We believe that 
any agencies with which we are familiar would need tax revenues 
as well as revenue from water sales. 

With respect to power, our answer to question No. 2 is 
applicable, 

Question 16: Should the Department refrain from writing 
contracts for water and power until the Legislature has a 
reasonable opportunity to set principles for contracts? 

Answer: We believe that the favorable outcome of the bond 
election will refi: °+ fair and reasonable principles for con- 
tracts, provided tne geneval terms and conditions of contracts 
are made known well in advance of the election, We are hopeful 
that these general terms and conditions will be made known by 
the State Water Department before January 1, 1960. 

Question 17: Shoulda ratification of contracts by the 
legislature be required before they become effective? 

Answer: No. At this time it does not appear necessary. 

Question 18: Should any functions of the State system such 
as recreation and propagation of fish and wildlife be considered 
of statewide interest and thus be nonreimbursable as to capital 
cost? If so, how should they be financed? 

Answer: We believe that the functions of recreation and 
propagation of fish and wildlife, together with flood control, 
is of statewide interest and should be a nonreimbursable cost 


to be financed as a general obligation of the State and not as 


part of a water project, There should be encouragement along 


&ll State water projects to set up recreational facilities from 




















which revenue should go as far as possible to meet operation and 
maintenance costs and some reimbursement to capital costs 
through admission and use charges, 
Question 19: Please indicate any provisions you believe 
should be part of state contracts for delivery of water and 


power not covered by the preceding questions, 





Answer: We have no comment, 

CHAIRMAN TEALE: Senator Regan, 

SENATOR REGAN: You were here the early part of the day when 
the witnesses were testifying as to probable elimination of 
agriculture, say south of Tehachapi as an industry in the future? 





MR, BOEN: Yes, Senator, 


SENATCR REGAN: Do you agree with that? 












VR. BOEN: Not entirely, Senator. I believe that there are 
parts of Riverside County that wiil sustain agriculture for a 
very, very long period of time, 

SENATCR REGAN: Do they have water now, those parts? 







MR, BOEN: Yes. 


SENATCR REGAN: Do they nesd supplemental water? 















MR, BOEN: Yes. 
SENATOR REGAN: Are any of them that need water parts of 
the county which, in your opinion, might be good agricultural lend 
if water was brought to them from the North; are there any parts 
that could be developed as agricultural portions of your economy? 
VR, BOEN: There are many areas that could be developed. of 
course, there comes a question of the pricing of water and the 
effect-- 


SENATOR REGAN: That is what I am getting to. I want to 





ask you this question to see what your thinking is. Let us 
assume that as you go down the line of the conduit system from 
the Delta, agricultural water at one point would be, say $6.00, 


at the next point $10.00-~I mean not agricultural water, put 






water say canal side. Next it would be $14 down to say Kern 









County and then $22, and assume it got to be $50 or more in your 
area. My point is this, Does the State have any responsibility 
in your opinion to deliver water to your district in a zme at 


a price which is less than it would cost to bring it to the zone? 







MR, BOEN: The members of our Association have felt that 
our area should pay the full cost with any adjustment that might 


be necessary made locaily with respect to a price differential, 





























SENATOR REGAN: Well, assuming that it would cost, say $50 
or $60 an acre-foot could your agriculturalists purchase that 
water at that price? 

MR. BOEN: At present-day rates, prices for agricultural 
produce and other considerations, the water could be used if 
blended with cheaper water, 

SENATOR REGAN: How about those areas which now have no 
water but you would like to open up to agricultural pursuits? 

MR, BOEN: It would be difficult, 

SENATOR REGAN: Now, what is your opinion as to the develor- 
ment of that area in your County with regard to participating iz 
waters from a California Water Plan? 

MR. BOEN: Well, Senator, we egree with the studies of the 
State Water Department in that we anticipate a substantial urban 
development, but we believe that there will be a substantial 
agricultural economy that will be carried on and the transition 
will be gradual. Whether or not our agriculture would increase 
during that period of time would be something we are not ina 
position to say. We depend largely on Colorado River water and 
for our economy now to add to our local supplies to sustain our 
agricultural development until such time as-- 

SENATCR REGAN: I don't think you are actually answering the 
question. I will restate it and let's see if you could give an 


answer for tne record, Let us assume in your area you have agri- 


cultural lands which are or could be very fine agricultural lands 
if those lands had water on them, and assuming that it is going 

to cost $50 or $60 an acre-foot to deliver the water canalside to 
that area, do you feel that those lands should remain undeveloped 
because the price of water is too high, or should the State take 
any kind of responsibility in seeing that those lands are developed 
by giving you some price differential in the water? 

MR. BOEN: We would be hopeful that would be possible, 

SENATOR REGAN: Not the hopeful part of it, what is your 
thinking on it? 

VR, BCEN: Our Association which I am proposing to speak for 
has not considered that question. It is my personal opinion and 
I think the opinion of other individuals that we may have some 
lands that could be developed for agriculture if there was water 
available, but we haven't as of this day felt that there was a 
responsibility on the part of the State to necessarily develop 
those lands, 

SENATOR REGAN: All right. 

CHATRMAN TEALE: Any further questions? 

SENATOR CCBEY: Of course, what the other witnesses here 
today have proposed is that any differentiation in price based on 
use will be determined locally. Now, wouldn't that have the 
effect that in a predominantly urban area, shall we say, there 
will be a much greater ability to absorb a very substantial price 
differential between municipal and industrial water on the one 
hand and sgricultural water on the other than say in a predomin- 
antly agricuitural area? 

MR, BOEN: That is true, Senator, 

SENATCR COBEY: And if that practice were followed then 
those agricultural enterprises that are located in the urban ares 


will have a substantial price advantage so far as the cost of 


their water is concerned over the similar enterprises located in 
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the agricultural areas? 

MR. BOEN: Well, that would appear to me to be generally truce. 
On the other hand, it is our experience in our local areas that 
meny agricultural activities have given way to higher-level agri- 
cultural uses even though the water, there has been a differential 
water pricing. 

SENATOR COBEY: I see. 

MR, BOEN: I cite, for example, alfalfa, Our area, for 
example, produced considerable alfalfa, It still does as green- 


cut seed, but in pricing water within our district that I repre- 


sent, the District has not found it possible to take into account 
the ability of the alfalfa growers as a criteria for fixing water 
rates, Actually in practice it has adjusted the rates as best it 
could justify and the alfalfa growers have had to resort to 
higher priced crops. 

SENATOR COBEY: I see. 

Mm, BOEN: Although, the sustaining of thet agriculture is 
important to our area, very important. 

SENATOR COBEY: Yes. Now, cne further question with respect 
to recreation, Where, for example, a resort area is created by 
reason of a State water project, in other words, a lake created 
by a reservoir, don't you feel that in a situation such as that 
the resort owners, as business men profiting from this water 
development just as farmers do when they use the irrigation water, 
or as industry does when it uses the industrial water, shouldn't 
they pay the capital cost of the reservoir that created their 
business? 

SENATCR REGAN: Careful how you answer that, 

CHAIRMAN TEALE: The poor guy may have had a real good ranch 
down in the bottom of that reservoir. 

SENATOR COBEY: He has been paid for it. 

MR, BOEN: I don't think I can answer that. 
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SENATCR REGAN: Would you like me to answer that one, 
Senator Cobey? 

SENATOR COBEY: As a matter of fairness amd equity, if you 
are going to ask the farmer to pay for the full cost of his water 
because he is making, I mean he is going to make a business use of 
it, shouldn't a resort owner who has a lake created, shouldn't he 
pay for a part of the capital cost of the development of that lake? 

MR, BOEN: Senator, under our local policies I believe he 
would, In our particular district, the ones that I am familiar 
with in Riverside County, where new large investments have been 
made, and as I have stated here, they are made primarily through 
the issuance of bonds, ail properties pay generally for the capital 
the bond interest and redemption on tax rates which are for the 
moss part ad valorem, so to that extent I think it is almost 
universal that ail beneficiaries would indirectly pay through taz 
rats, 

SENATOR COBEY: I see. 

SENSTOR FISHER: Mr. Boen, assuming for the moment that the 
Legislature should determine that there should be some subsidy 
to agriculture genevzally or some segments of agriculture, in you 
area is it your feeling that an adjustment ought to be made as 
part of this water policy or should that be taken up as a 
separate and distinct matter left open to further adjustment 
thereafter? I realize this will have to be your personal opinion 
rather than the District's. 

MR. BOEN: Senator, I would think it should be left as a 
separate matter for a later comsideration rather than be a part 
of this present water bill and program, 

CRATRMAN TEALE: Any further questions? I guess not, 

Thank you very much, Mr. Boen. 
MR. BOEN: Thank you. I appreciate the opportunity of 


appearing, 











CHAIRMAN TEALE: We appreciate your coming this far. Now, 
we will hear from the Department of Water and Power of the City 
of Los Angeles. Mr, Peterson. I invite you to bring your 
assistant here with you. 

SENATOR REGAN: Mr, Chairman, while they are getting ready 
to testify may I for the record make a statement on this matter 
of recreation brought up by Senator Cobey? 

CHAIRMAN TEALE: If you would like, go right ahead. 

SENATOR REGAN: It will be very short but at this time I 
think it should be in the record so there will be no question 
about the situation with regard to the areas where recreation 
vrohably will be importent. 

If you will take the northern areas represented by Senatcr 
Christensen, probably parts of it by Senator Collier, by Senator 
Regan and others of the northern Senators, Senator Teale, Senator 
Axynoid and ell the rest, you will find this situation. I want 
to give you a classic example on why we believe that recreation 
should be given a very considerable place in this new pian. 

If you examine the bulletins put out by the Department on 
what is intended to be done, for example, along the Trinity 
River and the Klamath River, this situation obtains. The lands 
for the most part are owned by the Federal Government. The only 
taxa»le iand worth anything happens to be in the beds of the 
streams so that when you, if you should build a California Water 
Plan such as is contemplated, you would no longer have the free 
running streams on the Trinity and the Klamath. 

If, under those circumstances, you lose the anadromous 
fish runs which are so important to the economy of the counties 
which are the drainage of those two streams, losing the salmon 
and steelhead runs, and you also lose any recreational benefits 
from a free running stream because the State Water Plan contem- 


Dlates a series of dams. Now, the waters when they are finally 
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flooded in these dams, one which comes up to the other, will take 
all of the available taxable land which happens to be in those 
drainages. So then, when you talk about those people who will 
come on the lands which surround it and make lots of money, the 
land doesn't happen to be owned by anybody but the Federal Govern- 
ment and the question I am asking for the record is, Just how is 
this going to be accomplished? Those areas lost their fish runs, 
They lost their recreational potential, They lost the tourist 
attractions. Instead of the beautiful streams, they have a series 
of lakes which have a lot of lake fishing and what good stream 
fisherman wants to fish in a lake? The land surrounding is off 
the tax rolls and if there are any recreational structures to be 
built, they are on land that you would have to lease either from 
the Bureau of Land Management or from the United States Forest 
Service, so that you have effectively destroyed the tax base of 
local government, 

Now, if local government is to participate in the econony, 
in the increased economy of the State, then that problem which I 
have just tried to elucidate has to be considered, The lands 
aren't like they are in Senator Cobey's district where everyone 
owns them and they are on the tax rolls. We have a little differ- 
ent situation in the mountain areas and these are the areas where 
the water happens to be and where you people are planning to take 
the excess waters down to some place where it can be put to 
increase your own local economies. We have no objection to 
increasing your own local economies, but we want to share. 

CHAIRMAN TEALE: Senator Cobey, I will have the secretary 
prepare a transcript of that and give you ten minutes in Los 
Angeles to answer that. 

SENATOR COBEY: May I just say one thing, Mr. Chairman, I 
think the facts that Senator Regan pointed out should be certainly 
taken into account. If there are burdens to be offset against 
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benefits, they should certainly be offset and the situation should 
be examined, I would like to point out for the record that 
probably the second largest lake in the State Water Plan will be 
the San Luis Reservoir, which happens to be in my district. What 
I propose with respect to the repayment of the recreation benefits 
will apply particularly in my own district. 

SENATOR REGAN: There is no question about it, I will join 
right with you. 

CHAIRMAN TEALE: Mr. Peterson, 

MR, PETERSON: I am William S. Peterson, General Manager and 
Chief Engineer, Department of Water and Power of the City of Los 
Angeles. 

In response to an invitation from the Senate Fact Finding 
Committee, the Board of Water and Power Commissioners of the City 
of Los Angeles respectfully submit the following statement. I 
will interject that this statement was approved by our Commission- 
ers last Tuesday and it represents the statement of their beliefs 










on this subject. The first part of the statement will aim to 
answer the questions that pertain to the Department itself, about 
two pages of that. 
The Department of Water and Power is established in the 


Charter of the City of Los Angeles to serve water and electricity 









for all purposes within the City of Los Angeles. It owns and 


controls its principal sources of water, hydroelectric and fuel 





generated power supplies. It purchases water and some unused 


power from the Metropolitan Water District of Southern California, 







of which it is a founding member. Electric power is also pur- 


chased from the Hoover Dam and Power Plant of the U. S. Bureau of 










Reclamation. The Department cooperates with the Cities of Pasa- 
dena, Glendale, and Burbank by the transmission to each of them of 
Hoover power over its high-tension transmission lines from Hoover 


Dam, 





The Department also has major electric transmission inter- 
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commections with the Southern California Edison Company and the 
California Electric Power Company. 

Annual capital expenditures of the Department of Water and 
Power average $20,000,000 per year for the Water System. This 
expenditure is almost entirely for local storage, distribution 
and general facilities, Distribution is kept up to date to meet 
demands and is adequate to serve water from additional sources, 
as required. No special added burden will be required to meet 
our water distribution requirements. Power System expenditures 
for the next five years will average an estimated $50,000,000 
per year, of which a substantial part is for additional generating 
capacity. This expansion of water and power is financed without 
any burden upon the general taxpayer by the issuance of revenue 
bonds, direct revenues, and some service charges accounted as 
contribution in aid of construction. Roughly 50 percent of 
capital construction costs are met by the issuance of revenue 
bonds. Since 1947 a charter provision prohibits the issuance of 
ad valorem bonds. All the costs of operation and maintenance as 
well as bond servicing and other capital expenditures are made 
from revenues collected from water and power sales. The credit 
of the Department and of the City of Los Angeles is good, 
Accordingly, the City and the Department are in position to 
meet the cost of water development and water distribution in our 
city. Over two-thirds of the water presently used by the City 
is transported by the Inyo-Mono Los Angeles Aqueduct, which water 
produces enroute annually a gross average in excess of 856,000,000 
kilowatt-hours of power. Less than a third of the City's water 
supply is obtained from sources requiring pumping such as under- 
ground water and water from the Metropolitan Water District. 
Local distribution requires some pumping to elevations of use. 

The Department has always looked ahead and has thus avoided 


any water or power shortages, From time to time the Department 
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has appeared before your Committee and other committees of the 
legislature urging prompt authorization, financing and construc- 
tion of the Feather River and Delta Diversion Projects in order 
that there may be adequate water for Southern California. We 
continue to urge that water deliveries to Southern California 
begin in 1970, 

The financing of such needed water development is afforded by 
the Burns-Porter Act, S. B. 1106. This Board, before the enact- 
ment of S.B. 1106, advocated certain amendments to clarify its 
intent and facilitate the administration of funds established by 
it for State water development. These amendments were not adopted. 
This Board, because of the urgent need for State water development, 
believes that the bond issue and financing as authorized by S.B. 
1106 should be adopted by the people, and that lacking the amend- 
ments above mentioned, the Legislature, as suggested in the act, 
must first establish certain of the broader, basic terms of the 
contracts for the sale of water compatible with the intent of the 
Burns-Porter Act. 

On August 20, 1959, the Department of Water Resources testi- 
fied before your Committee on the matter of cost allocations. We 
concur in the Department of Water Resources! proposal that the 
cost of the multiple-purpose Oroville storage and power develop- 
ment be allocated on the separable cost-remaining benefit theory; 
and that the costs of the aqueducts from the Delta, be allocated 
on the basis of proportional-use of capacity. 

We are opposed to any State subsidy. Rather, we believe the 
State should recover its full costs including repayment of all 
Capital costs with interest. All Californians should benefit in 
proportion to their contributions to the costs--those that receive 
the benefits should pay without subsidy, the costs. Under these 
Conditions, the problems of acreage limitation should disappear. 
The project will develop hydroelectric power in large 








quantities, but not nearly so large as the energy requirements of 
pumping. Accordingly, we believe that such electric energy 
should be fully utilized to reduce the cost of water deliveries, 
The primary function of the State water program is that the 

State will store and convey water to local areas of need that are 
prepared to repay all costs to the State. The development of 
electric power should be wholly incidental and of assistance to 
this primary function of economic water delivery. 

It is understood that there will be some power recovery in 
passing over the mountains onto the coastal delivery areas, The 
Department of Water and Power will be glad to continue to work 
with the State toward purchase, sale or exchange of power so as 
to produce the lowest net cost of water deliveries. It would 
appear that those local agencies paying their pro rata share of 
the aqueducts, including power recovery installations, should 
receive proper credit for the value of this power in the same 
way that local agencies will be required to pay for necessary 
pumps and power for pumping to their respective points of 
delivery. 

The Department of Water and Power supports the preference 
afforded public agencies under S.B. 1106 by the adoption by that 
act of the provisions of the Central Valley Project Act. The 
Department of Water and Powwr in its sale of power gives prefer- 
ence to other public agencies, 

We believe that costs of water projects to provide for 
recreation and propagatim of fish and wildlife should not be 
charged to the water users. Such costs should be repaid by 
Charges for recreational use, or to the local area benefited, or, 
in some cases of statewide interest, be made nonreimbursable and 
thus a charge to all the people of the State. 

It is clear that contracts must return with interest all 
Capital costs contracted from the $1,750 million bond authoriza- 


tion. We urge that all capital expenditures from other sources 
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including the Water Fund, be returned with comparable interest 
charges and in comparable periods of time. This would make more 
workable the provisions of the Burns-Porter Act, S.B. 1106, which 
require the first u3e of money from the Water Fund whenever 
available, rather than from bond funds. 

We suggest a two-part rate under which local contracting 
agencies will return the properly allocated capital cost with 
interest within 50 years. Insofar as practicable, we believe 
that local agencies should make payments on the capital account 
as charges for bond interest and redemption fall due, to the State. 
The Department stands ready to do this, as it has had to do on its 
own water and power projects, Such a policy would reiieve the 
State of collecting taxes for this purpose from others not so 
directly benefited, This should prove a strong factor in gaining 
support for the project in all areas of the State, including areas 
not so directly benefited, 

The second part of this rate structure should be agreement to 
pay to the State on an acre-foot basis, the average net cost of 
water at the Delta, after proper credits for flood control, power, 
or other contributions or revenues, plus the operating, mainten- 
ance and replacement cost of the aqueduct and pumping plants, to 
the point or points of delivery to the local agencies, also on a 
cost-per-acre-foot basis. It is understood that the average net 
cost of water at the Delta will increase as more expensive 
storage and diversion projects are constructed to increase and 
firm up the available water at the Delta. The costs will be 
recuced as capital costs are repaid. Other operating, maintenance 
and replacement costs will vary through the years. The contracts 
should provide for periodic adjustments to return to the State its 
true costs. 

It appears equitable that there should be pricing of water 


by reaches of aqueduct--one in the Feather River service area, ons 





at the Delta, and at least one for each pump lift in successive 
































and accumulative stages. As provided in S.B. 1106, water would 
be sold by the State to local agencies, both publicly and 
privately owned,at one price at each of these price reaches, 
This is in accord with the policy statement of the Feather River 
Project Association and other statewide organizations, 

Under such a pricing formula, each local agency would then 
determine its own tax and water pricing policy within its own 
area in raising the money necessary to fully repay the State for 
its capital charges, plus water delivery charges and the local 
agencies' own costs of delivering the water to its custacmers, 
History shows the necessity of taxes during the earlier years of 
all major aqueduct projects. 

Multi-agency organizations, when cmtracting for State water 
for their member organizations or area use, should be so organized 
that within the agency inequities will not result and that parti- 
cipants share both benefits and costs on an equitable basis in 
terms of water delivery capacity and quantities, 

I am going to digress there to make emphasis that this is 
equivalent to saying that the present organization of the Metro- 
politan Water District where people have expenses of water supply 
on the basis of taxes that they have paid into the District which 
are not necessarily commensurate with their water needs. In our 
case the water, we already have a large supplementary supply of 
water that has supplied our city through the aqueduct. Compare 
this with another city who never had that advantage but is taking 
water from a local supply such as part of our supply comes from, 
We are paying out taxes on that large element of population 


supported by our supplemental supply that goes into the general 







works of Metropolitan Water District, and it brings us a commen- 






surate final proportion distribution of water, but we haven't 


reached any point where we are using that proportion of water. 
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Other areas are using maybe up to their proportion, close to it, 
or more, but what I am saving is that the measure of payment that 
we are making has nothing to do with the water demands that we 







might want from that agency or ultimately expect. Your State 
project is goir:g to be presumably on a basis of delivery of 
quantities of water and those will be quantities that the agency 


will want. They can't get a reasonable adjustment of costs 








through the Metropolitan Water District setup, which is entirely 


on the tax basis and has no relatio to your paying for the 











amount of water you want to order in your contract. That is one 
of the problems ahead of us in this and that is the significance 
of that short paragraph. 


We and other local agencies make some distinction in rates 





to different classes of water service, such as for irrigation. 
In 1957-58 the Department delivered 5.2 percent of its water for 


intermittent irrigation use and 1.4 percent under the schedule 





















for combined domestic and irrigation service. The water deliver- 
ies after 1970 under the intermittent irrigation schedule will be 
substantially nil. 
I think I will interject here a few remarks. The origin of 
| our supply to irrigation at a lower rate than normal comes from 
the days when the aqueduct from the Owens Valley was completed to 
deliver quantities of water and there was essentially no extra 
cost to fillthe aqueduct, so to speak, The city's demand was 
not up to that. It was desirable to make use of that capacity. 
The San Fernando Valley was in position to use agricultural water 
and it did. Now, as you all know, and as has been testified to 
today the San Fernando Valley is of the order of 800,000 people 





plus. It is essentially an urDan community. Agriculture is 
Gecreasing and we find that the amount of water for a given area 
for agriculture or for urban use is very nearly the same. There- 


for the water that went on the agricultural land now serves the 
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urban land with very little change in the facilities. So on that 
account we have given lower rates, It was because we were getting 
incrementally more money for the use of the aqueduct, 

SENATOR COBEY: You had excess capacity. 

MR. PETERSON: We had excess capacity. 

SENATCR COREY: And you had a market for it, 

MR, PETERSON: The City desires contracts for permanent 
water supply and urges the State to observe the Governor's 
announced utility concept of always providing sufficient water at 
the Delta to meet every obligation of its contracts and, as 
previously stated, to charge the average net cost of such water 
without the establishment of certain rights by constitutional 
amendment. This method together with the financing therefor 
written into the bill is the means of meeting the needs of the 
County of Origin with adequate replenishment to care for areas 
of deficiencies. The City and all other local agencies have this 
utility obligation to their customers, Unless the State assumes 
such utility obligation, the local agencies would fail in their 
ability to carry out their own local utility responsibility. 

The Department of Water and Power as well as The City of 
Los Angeles have the power to enter into contracts directly with 
the State for water and power which is proposed to be developed 
by the State. The terms of such contracts should be determined 
now and made available well ahead of the time the bond issue is 
submitted to the people in November 1960, 

The Department is opposed to any requirement that the 
contracts be subject to ratification by the Legislature. However, 
as provided in §.B. 1106, the major terms of such contracts. 
should be established by Legislative act so as to provide uni- 


formity and assurance that the contracts will in fact be based 


on the "Delta Pool Utility Concept." 


We appreciate the opportunity your committee has given us of 
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presenting our view in this statement. Such meetings are helpful 
in developing impcrtant public policy. 

Thank you, 

CHAIRMAN TEALE: Mr. Peterson, we certainly appreciate the 
time you have taken to come here and hel» us. Are there any 
questions by the committee? Senator Cobey. 

SENATOR COBEY: Mr. Peterson, I don't recall that you covered 
it in your statement. Perhaps you did. You have no objection to 
this principle of utility pricing, do you? 

MR. PETERSON: I covered it in here. We understand fully 
that when you don't have she constitutional amendment trying to 
guarantee water rights to everybody that the only thing we can do 
is that any area on a stream, areas of origin, areas in the water- 
shed or wnatever it may be, that if they develop and want the water 
on that watershed, then the State must go and develop other water 
and bring it to the Delta and deliver it. And that in so doing, 
the price of water at the Delta must obviously go up just as any 
utility has to increase its prices if the costs go up of develop- 
ing the thing you are selling. 

CHAIRMAN TEALE: Mr. Peterson, this may sound like a silly 
question, but you as one cf the original members of the Metro- 
politan Water District are closely associated with them, I under- 
stand, in the purchase of water and utilization of water and dis- 
tribution of water. Would you feel it more desirable to handle 
all of the supplemental water that you get from the North, through 
the Metropolitan Water District or would you rather contract for 
it separately? 

WR. PETERSON: Our preference is to contract for it separately. 
At the present time, however, under the Metrovolitan Water District 
Law under which thev operate we are a member of that district and 


if they see fit to contract for water for any and all of the 


agencies in them or all except us, say whatever you might want to 
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say, there is no mecnhanisin whsreby we can avoid the tax burden 
thet would ccms as a resuit of that. In all probability the 

rates that will be scstablished wili be in harmony with the two- 
part rate I have ben talking of. At least, I know from talking 
with Mr. Banks, for example, that he is Sninking seriously of 
that form of contract, Well now, the agency then that would be 
taxing itself to pay its opligations wouldn't let us get off the 
hook uncer the present lew, bLvt we would be in there paying taxes. 
Therefore, we find ourselves in a peculiar circumstance, We would 
like to contre:t directly. That would be the cheapest thing to 
do and we would like to ksep om rates on the basis that they are 
because you can't czange that part of it for the Coloredo River 
water. Now, to do that is going to takes something in the way of 


legislation that we don't have now. That is not a direct answer 


to you, I undeystand, but I bhave had to explein a situation. 


CHAIN MAN TEAILF: You are Kine. of stuck. 

MR. PETERSON: Yes. 

CHAIRMAN TEALE: Am I right? 

MR, PETERSON: Yes. 

CHAIRMAN TEALE: Senator Fisher, 

SENATOR FISHER: As I uncerstand, your tax rate is comparable 
in the Metropolitan to that cf San Diego County Water Authority? 

MR. PETERSON: Yes, we ail pay the same rate. 

SENATOR FISHER: And yet your deliveries which you take are 
consideradly less than your envitiement? 

MR, PSTEFRSON: Correct. 

SENATOR FISHER: And the deliveries which San Diego takes 
are consideraciy in excess of our entitlement and yet you are in 
part helping to sutsidizs us--that ls what ycu are trying to 
delicately say? 

MR. PETERSON: That is correct, and not with any vengeance. 

SENATCR FISHER: I am trying to take you off the hook. 
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CHATRMAN TEAIM: You don't object to that kind of subsidy, 
do you? 

SENATOR PUSHER: We hearen't odjected to it, tut I can see 
his poinc. > Me wsk-- 

SENAYOR CoOSEY: Let's be nirosadminde? on subsidies. 


SENSTOR FISHER: I tuink he is rigk*t on it. Let me ask if 


in generat you wouli agree wit ths statement and the answers to 


the things which were presento) in cue statersnt that Mr. Jennings 
made? 

MR. PETERSON: cc feow;d myrself fully in sccora vith 411 of 
Mr. Jennings! statements. I was fully in accord with thom, 

SENATOR FISHER: It would avoid a lst of duplication in 
questioning and answering. 

MR, PETERSON: it was thinking very seriously of saying that 
if some of the same questions vere askec of ms I would refer to 
Mr. Jennings' answer as being suiteasle. I liked them and they 
were approprria:ss. 

SENATOR FISEER: EBut there is one I wouid like to ask you 
specificaliy. Do you feel that the City of Los Angeles or any 
other contracting agency in Southern California ought to have a 
right tc a specific guaranteed amount of water frcem a specific 
source through specific facilities oy virtue cf their contract 
from the State, whecher it be for 40 yeers or in perpetuity? 

MR, PETEAXSON: No, I don't think sd. I agrees with Mr, 
Jennings; it i: inmrvractical to try to seek that. All you want 
is a contract for water delivery. You feel the State has the 
resoonsinvility to keep the water coming through development of 
other facilitiss if necessary. If there is in that program 
something that 1s sarprising in the way of not having that water 
that you might nave expected, you have to apporticn it some way. 

SENATCR FISHER: Then yovrethinking in terms of a statewide 


water devsclopment system rather than just a Feather River Project 
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for your own benefit? 

MR, JENNINGS: That is right. 

CHAIRMAN TEALE: Any further questions? 

SENATOR JOHNSON: Just for the record, Mr. Peterson, you 
didn't intentionally omit the watershed areas as Mr. Jensen 
testified he did? I am referring now to page 7 down on the 
second line there where he refers to the County of Origin an 
he said he lefs out the watershed area. I wondered if you did 
it for the saze purpose he did? 

MR, PrISi3ON: No, I am of the opinion that as California 


grows am rou vefer to, lct's say, Report 78 by the Water Resources 


Departmeiit where they mate forecasts, Norther: California is going 
to grow, too, and very rapidly in their estimation, and as they 
do you ave going to need wats’ development. Zou will taxe it 
from the streams that are near you sapprovuriately. The State will 
probably have to assist in those dsvelopments and if that is 
perchance in the Feather River Area, you are going to use Feather 
River water specifically to develop that point and then the State, 
of necess:ty, is going to take some other water, develop it and 
make it aveilawle at the Delta to keep Southern California oper- 
ating, and if that costs nore money, it will, of necessity, be 
inciiuded in the water cost, 

SENATCR FISHER: Then, your thinking would agree with mine 
that we should be talking merely a»bout the water which is surplus 
from time to time with appropriate reservations for the counties 
of origin and Watershed Protection Act that are already in the 
law? 

MR. PETERSON: Yes. 

SENATOR YISHER: You don’t disagree with those portims of 
Senate Bill 1106? 

MR. PETERSON: No. In fact, I think that is the best conm- 
promise that we could get under all the circumstances that we havo 
had, 
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CHAIRMAN TEAIE: Senator Slattery, do you have any questions? 







SENATOR SLATTERY: No. 


Senator Arnold? 





CHAIRMAN TEALE: 






































SENATOR ARNOLD: No. 





SENATOR FISHER: I have one more question. You are the 
largest agency within the Metropolitan Water District, are you? 





MR, PETERSON: Yes. 
SENATOR COBEY: Just one further question. What I can't 
understand, Mr. Peterson, is that the views of your department 
seem to be in Line with the views of the San Diego County Water 
Authority and yet as I understand Mr. Jensen's statement of the 
vote of endorsement of the Metropolitan Water District statement 
of position, so to speak, your department must have voted for it. 
MR. PETERSON: Now, understand this, the seven or eight 
directors on the Metropolitan Water District Board that represent 
Los Angeles were appointed by the mayor a long time ago. They 
are there without consultation, advice or anything from the 
Department of Water and Power. They work on the basis of their 
own feelings, beliefs, knowledge, and sometimes we try to talk 
to them, 
SENATOR COBEY: They don't represent the Department? 
MR, PETERSON: Not very well. 
CHAIRMAN TEALE: Thank you very much, Mr, Peterson. We 
certainly appreciate your coming. 
MR. PETERSON: It has been a pleasure to be here. 
Be CHAIRMAN TEALE: I would like to acknowledge the presence of 
Senator Rodda from Sacramento County who is with us now. We have 
a@ problem. It is now a quarter to five. Mr. Crooke from Orange 
County Agency is scheduled to testify. Mr. Crooke, are you going 
to be here in the morning? 
YR. CROOKE: That is right. 
CHAIRMAN TEALE: I think I will take the liberty of putting 
you on tomorrow morning and we will adjourn, then, until 9:30 in 


the morning. 


(Thereupon the hearing was recessed until the next morning. ) 
«Sh. 
















FRIDAY, OCTOBER 9, 1959, 9:30 O'CLOCK, A. M., 
---000--- 

CHAIRMAN TEALE: Gentlemen, we are going to call the meeting 
to order. The Committee is short of members because other com- 
mittees are meeting in the building of which members of this com- 
mittee are also members. Also, I would like to announce that 
Senator Cobey is not going to be here this morning because he is 
expounding to the Chamber of Commerce in Stockton on the various 
subjects of our legislation of the past Session. 

The first witness this morning is Mr. Howard Crooke, 
Secretary-Manager of the Orange County Water District. Mr. Crooke, 
we appreciate the fact that you moved from yesterday's agenda to 
today's because of the lateness of the hour. 

MR. CROOKE: Thank you. Mr. Chairman, and members of the 
Committee, it is a pleasure to appear before your Committee and to 
have this opportunity of presenting to you some of the current 
views of water conscious agencies in Orange County. 

I am appearing here today in behalf of Orange County Water 
District; Orange County Board of Supervisors. 

I am certain that you are very familiar with the ground water 
replenishment program which is operating most successfully in our 
special water district. Production from our ground water basin 
during the past fiscal year was much greater than that of any other 
year of record, and occurred in a year when the total rainfall 
was almost the lowest of record. This extremely heavy production 
of ground water was made without serious water supply inter- 
ruptions in all areas of our district, and was due primarily to 
the large additions of Colorado River water which had been added 
to the ground water storage in the district basin as a result of 
our expanded water spreading program during the past few years. 

We have always appreciated your most sympathetic understand- 


ing of our water problems when we have appeared before you 













requesting needed amendments to our District Act. It was the use 


of funds collected from the replenishment assessments levied under 


the provisions of the 1953 amendments to our act which provided 
for the purchase of large enough quantities of Colorado River 
water to not only replenish annuai overdrafts which were very 
substantial, but also to provide for these large increases to 
water in storage in our ground water basin. Incidentally, just 
before I left home I received a bill for September's water of 
$240,000. 

We in Orange County have been, and still are, very dili- 
gently reviewing Senate Bill 1106, and have been unable to arrive 
at any final conclusions as to the workability of the proposed 
project. We believe we understand what is to be built generally, 
and how the project is to be financed. We also nave some 
attitudes regarding some of the problems involved in the project 
and offer them in the hope that they will be considered when 
policies pertaining to terms and conditions of contracts are 
formulated, These are as follows in regard to questions outlined 
in your questionnaire of September 15, 1959: 

1. That portion of Orange County which contains in excess 
of 99.2% of our total assessed tangible values has been annexed 
to and is a part of the Metropolitan Water District of Southern 
California. Up to July 1, 1959, Metropolitan had delivered a 
total of 3,869,945 acre feet of Colorado River water of which 
827,633 acre feet or 21.4% of the total deliveries came into 
Orange County. Our county is located many miles from both the 
Balboa Terminus and the Perris Reservoir of the proposed San 
Joaquin Valley-Southern California Aqueduct System. Connecting 
water conveyance facilities from either of these two termini into 
Orange County to serve Orange County water requirements would prob- 
ably not be economically sound. We believe it would be most 


unwise to consider any duplication of the existing water 
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conveyance facilities of Metropolitan which are already con- 






structed, or those authorized to be constructed, to deliver water 






to our area. These existing facilities of Metropolitan can be 





supplemented in the future as needed to deliver adequate water to 






meet the supplemental water requirements of the various water 






distribution agencies within Orange County including the water 





necessary for ground water replenishment. We are looking to 





Metropolitan Water District of Southern California to be the con- 






tracting agency for water from State constructed facilities and 






for delivery of this water to our area as needed. 



























2. As we understand the Feather River and Delta diversion 
projects, they will in the main, be power consuming projects 
rather than power producing projects. There may be, in the 
development of these projects, certain short periods of time when 
surpluses of power are available for sale. When and if this 
situation develops, if not tied into some kind of favorable power 
exchange arrangements, the power should be marketed to produce 
the greatest advantage to the water users of the system. 

3. In 1957 the staff of our district conducted a study in 
regard to the cost of producing ground water, for agricultural 
purposes, from the district basin. This study disclosed that the 
weighted average cost of prodicing ground water for agricultural 
purposes at that time was approximately $9.20 per acre foot 
exclusive of replenishment assessments levied. 

CHAIRMAN TEALE: Mr. Crooke, could you elaborate on your 
term "weighted"? 

MR. CROOKE: Yes, the weighted average, we took the weils, 
Some produced more water than others, so we tried to get it down 
to the cost per acre foot of, total cost versus water produced. 

CHAIRMAN TEALE: I see. 

MR. CROOKE: It appears to be a proper assumption that costs 


of producing water for domestic, municipal and industrial purposes 
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is approximately the same. The reason for that is that these 
wells for this purpose usually produce much larger volumes of 
water, and therefore the cost will go down on a per acre foot 
basis, and that will offset the extra cost of pressurizing the 
water in the system, 
From the 1957 study it is determined that the cost of power 
for the wells involved is approximately 47.1% of the total costs 


involved in providing, operating and maintaining the necessary 


This power cost then is 





facilities for ground water production. 



























approximately $4.33 per acre foot. Water production statements 
filed with our district for ground water produced during fiscal 
year 1958-1959 indicate a total production of 207,276.6 acre 
feet. This total, when multiplied by the average power cost of 
$4.33 per acre foot, indicates a total power cost of $897,508. 
This is certainly a significant item to our water users. 

4, No public agency produces power in our area. 

5. We believe all users of water from the state system 
should pay for the service at the same rate and tnat no price 
differentials should be established for different uses of water. 
That would be on a zone type system. 

6. Metropolitan Water District of Southern California 
through its Board of Directors has determined that price dif- 
ferentials for water delivered from their system is in the common 
interest within their service area. They have established two 
different prices for the same class of water. One price per- 
tains to water for domestic and municipal purposes. The other 
price pertains to water used for irrigation and ground water 
replenishment. Some cities in Orange County deliver water for 
irrigation purposes at reduced rates. These price differentials 
were established by mutual agreement in most instances and provide 
for substitution of city service in order that irrigation delivery 


lines could be abandoned. 












7. 


rently spending large sums of money to modernize and expand their 


Water distributing agencies in Orange County are cur- 









water distributing systems. Additional large sums are also being 











spent to provide additional water storage facilities. These 

expanded water storage facilities are vitally necessary to provide 
for adequate fire protection, short term system outages, and 
outages of major water transmission facilities conveying water 
into the area. Substantial portions of these additional facili- 


ties are needed as the result of change in use of much of the land 


























in our area from agricultural to urban use. This condition neces- 
sitates a change from low pressure agricultural water system to 


Also substantial 





high pressure systems required in urban areas. 
funds are required to revamp water distributing systems to 
properly distribute water being received from two sources -- 
ground water being produced from water wells located throughout 
the area of the system and from surface delivery of main trans- 
mission facilities delivering Colorado River water which, due to 
high cost, are usually located so as to most conveniently serve 
the many agencies requiring supplemental water. 

8+9. Water distributing agencies in our area in the main, 
are financing the costs of expanding their water distributing 
facilities by service charges. However, in some instances, where 
large capital requirements are needed for major expansions of the 
distributing grid system, or interconnecting main line facilities, 
bond funds are used. While these bonds are issued as general 
obligation bonds, water rates are usually adjusted to provide the 
necessary funds for bond redemption and interest payments. 

10. Our estimates for total water requirements for Orange 
County for the years indicated are as follows: 

In 1957 the total requirement was 243,700 acre feet, 67% 
for agricultural use, and 33% for domestic and municipal use. 


In 1979 it would be 409,300 acre feet, 16% for agricultural 
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use and 84% for domestic and industrial use. 
In 1999 it would be 543,500 acre feet, and by that time we 
anticipate only 4.3% of the water will be required for agricul- 


tural use and 95.7% for domestic, municipal and industrial use. 









11. It is most difficult to comment on "Payment Capacity for 
Agricultural Water" in the "Service Areas" northerly of the 


Tehachapi Mountains. This question involves knowing what the 





Federal Congress will do in future years regarding price supports 


for some of the crops which are normally raised in the areas 



























discussed, It also involves the attitudes of farmers as reflected 
in the choice of crops to be produced. However, in reviewing the 
changes which have occurred in cropping practices in our area 
which are resulting in part from an increased cost of irrigation 
water, we submit the following observations: 

A. Alfalfa is no longer a profitable crop in the area of 
the Orange County Water District. 

The acreage (6400 acres in 1953) formerly devoted to this 
crop if still in agricultural production, is now being used for 
the production of crops for which the potential cash return has 
a more favorable ratio when compared to the cost of irrigation 
water required, 

Experience from the time of the levy of the first replenish- 
ment assessment to date indicates that many farmers are producing 
better crops with smaller, well planned applications of water. In 
other words, as the cost of water increases, we find industrial, 
urban and agricultural users are using water more to the optimum 
rather than to the maximum. 

12. A system closely paralleling a zone pricing system for 
water delivered from state aqueducts is being used in Orange 
County for both water and sewage main line conveyance systems in 
which more than one agency is participating. In one of the 


water supply systems in operation in our area for example -- 
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there are three participating agencies. The respective take out 








points for the three agencies are - three, six and twelve miles 
distant from the head end of the line where the Colorado River 


Each agency has estimated their water 





water supply is available. 





requirements from this supply for the year 1979. The system is 

































designed to deliver these total ultimate requirements. Each 
agency owns and paid for their capacity share in each selection 
of the line required to deliver water to their respective turn out 
points. In other words, each agency owns certain definite capacity 
rights in one or more of the sections of the system, and only in 


those sections, required for their water delivery service. By 





this method each agency is guaranteed a certain annual propor- 
tional use in the line. By this method of financing their 
capacity in the line for which they have made financial commit- 
ments, is available to them when their requirements for water 
reach their anticipated demands. 

There is also a county wide main line sewage collection 
system in operation in Orange County, embracing approximately 300 
miles of pipe lines complete with treatment plants and a 7,000 
foot ocean out fall. This system is owned and operated by 
approximately 33 public agencies. The entire system is operated 
as a joint venture with each agency, or in some instances, groups 
of agencies owning capacity rights in those facilities necessary 
to serve their respective anticipated requirements and areas. 

13. State policy under which a single price for water would 
be set for all water delivered from a certain specified section 
of the aqueduct system conforms with the attitude of the people 
of our area. We also consider it to be sound policy for the 
state to not interfere with price differentials in water prices 
established within the area of contracting agencies. It is very 
probable that in some of the areas possibly more so in the larger 


areas, that the overall economy of the area can be better 


ss 







developed by having price differentials at the local level for 


water from the state aqueduct system in order to more fully pro- 



































vide for tne orderly development of the area. Differentials in 
water prices may also be used in local areas, where agreement is 


It is possible 





achieved for adjusting the economy of the area. 
that multiple price differentials may be found acceptable in some 
areas to more equitably proportion the costs of supplemental water 


to the different classes of users within the area. 





14. It is hardly conceivable that under the present available 
legislation proper agencies could not be formed for the purpose 
of contracting for water from the aqueduct system of the state. 


However, if these are situations where available legislation is 





not adequate, then special districts could be created by the 
Legislature. 

15. It would appear that the state could and probably 
should consider selling water to both public and private agencies 
where either power of taxation exists or where careful investiga- 
tion indicated ability to pay all costs can be assured. It would 
also appear that under other than short term conditions power 
requirements will exceed power production, and that some kind of 
power exchange arrangements will prove to provide the greatest 
advantage to water users as a whole. 

16. Senate Bill 1106 has been approved by the Legislature 
and construction of some features of the project are under way. 
Policies and principles pertaining to terms and conditions of 
contracts should be established on the earliest possible date -- 
preferably long before the vote on the bond issue. In order to 
accomplish this objective, and time is the essence, it appears 
that these determinations can more expediently be made by the 
administrative branch of our government. These determinations of 
course must be within the framework of any effective determina- 


tions previously established by the Legislature. 


- 138 - 










Af 
contracts by the Legislature is that it is not necessary. 


The answer to Number 17 which pertains to review of the 














18. It would appear with the rapidly expanding growth in 

California that a rather high percentage of the cost allocated to 
recreational and wild life functions could be recovered if sound 
business principles in the interest of the state are applied. 
For instance, when acquiring reservoir sites would it not be 


advisable in general to also acquire additional adjacent lands 



























above high water line. This land could then be leased out to 
private enterprise. Private enterprise could then, under terms 
and conditions specified, build recreational facilities (which 
would be on the local tax rolls) and charge for their use with 
some predetermined percentage of receipt or fixed payment going 
to the state to credit against allocation cists. There are many 
privately owned water storage reservoirs in California where 


incomes from those using the available recreational facilities 


are rather large. We have not had time to research this very 


OO ee eee 


complex subject. However, from a cursory evaluation, it appears 
that considerable revenue could be available to the state if 
sound business principles developed on similar privately owned 
facilities were used. 

It has been a pleasure to present this to you. 

CHAIRMAN TEALE: Mr. Crooke, I want to thank you for coming up 
here and also I would like to compliment you on the apparent 
amount of work that has gone into your presentation today. I 
have som questions and I think other members might have, too. 

I would like to explore your comments on page 2 just a little bit. 
I was rather interested in your cost figures for your water pro- 
duced from your ground storage reservoir. In those figures, do 
you take into consideration the cost for the recharge of the water 
which you have applied? 

MR, CROOKE: No. No, this is the cost of producing the 
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ground water in there, and as you know I stated these were the 
costs exclusive of the replenishment assessments, Now, the 
replenishment assessment is geared to producing enough money to 
bring enough water on a year to year basis to replenishment of the 
annual overdraft on the district basin. So when we add that and 
the current rate, it is $4.30, to the $9.20 cost of producing 

the ground water, then the average cost would thereby be about 
$13.50 per acre foot, and that should be on a static basis because 
well levels should remain just about the same year in and year 
out. 

CHAIRMAN TEALE: Providing your overdraft remains constant? 

MR, CROOKE: Providing it remains constant. Now, we started 
off and have a $3.50 replenishment assessment for two years. 

CHAIPMAN TEALE: $3.50 for what unit? 

MR. CROOKE: Per acre foot. For three years we had a levy 
at $3.90 per acre foot. Last year we had to levy it at the rate 
of $4.30 because as the extractions go up and we have to buy more 
water to maintain the status quo we must raise the replenishment 
assessment to provide the money. 

CHAIRMAN TEALE: Does that replenishment assessment reflect 
in any way the cost of the water to you? 

MR, CROOKE: No, because when we pay $12.00 per acre foot for 
the water -- last month we spread 20,000 acre feet at $12.00 an 
acre foot which is $240,000 for the cost of water. But you see 
when we pump water we are not only pumping the supplemental water, 
but we are pumping the natural water that comes in, 

CHAIRMAN TEALE: Yes. 

MR, CROOKE: So we have a comingled supply. One you might 
say is free. It isn't actually because there are costs involved 
in spreading and the other we pay the money for so between the 
two of them we are able to come out at $4.30. However, we also 


buy water from our general fund which is provided for in our Act. 
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This money is spent for this water and the water is supposed to 
add to our storage to replace the long time accumulated overdraft, 
and in the two years prior to this we did raise water levels 


ten and a half feet on an average throughout the area of the 


































district, about 190,000 acres. This last year we do not know yet 
because we have not made the evaluation. We hope we held our own, 
It was a rough year. Prcduction was at an all-time high. 

CHAIRMAN TEALE: It has been a rough year all over the state. 

MR, CROOFE: We hope we held our own. We think we did. 
However, as I stated, with our program under way we had no serious 
interruptions in water supply anyplace in the area. I will grant 
that at the peak time of production some of the agricultural wells 
went down too fast end were in danger of breaking suction, but 
compare that to the situetion we had some seven or eight years 
ago when wells were going dry 211 over the county. 

CHAIRMAN TEALE: I would like to ask -- I gather the impres- 
sion from your presentation that you financed your purchase of 
water from water tolis? 

MR, CROOKE: Yes. 

CHAIRMAN TEALE: Entirely? 

MR, CROOKE: Yes. 

CHAIRMAN TEALE: So then the charge of $12.00 per acre foot, 
that is made to you for your supplemental water that you purchase? 

MR. CROOKE: Right. 

CHAIRMAN TEALE: And that would then represent the total cost 
of that water, or do you also have a tax rate which is involved 
in the cost of that water? 

MR, CROOKE: Theoretically that represents the total cost of 
the water itself to replace the annual overdraft. Now, you 
cannot always do it on a straight across the board year by year 
basis because we levy the rate ahead of the year of the actual 


production. We must levy on the assumption that we will have an 
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average normal rainfall year. If we get a wet one, we may get a 





little extra water for the money, or production drops off and the 


total dollars co nox come in that were anticipated. 

































Now, in the 
case of an extremely dry year such as this year, when our total 
ground water production was probably in the neighborhood of 
30,000 acre fect more than in any prior year for which we have 
records, then we collect more Collars but those $4.30 will not 
buy a like amount of $12.00 an acre foot water. 

CHAIRMAN TEALE: I think you missed the point of my question, 

MR, CROOKE: Possibly. 

CHAIRMAN SEALE: Does the $12.00 that you pay to the 
Metropolitan for this supplemental water, is that the total cost 
of the water or is there also a tax levied against the iand to 
help pay for that weter? 

MR, CROOKE: Pardon me, x sure did miss your question, 

CHAIRMAN TEALE: Yes, I thought you did. 

MR, CROOKE: I computed by adding the total monies paid to 
Metropolitan Water District for water from all Orange County 
agencies. I cGeduct off that the $10 increment added for softening. 
I got back to the raw water base. ‘Then from the county auditor 
I got the total tax monies paid to Metropolitan Water District 
from all Orange County agencies. I added the two together and 
divided them by the total acre feet of water received. The figure 
is just a fraction over $30. That figure will come down because 
the first few years we didn't take much water. As we buy more 
water, of course, it will have a tendency to level off that figure 
and reduce, 

CHAIRMAN TEALE: Now, your $30 figure, that takes into con- 
Sideration your capital cutlay costs, your portion of the original 
cost of the system and all the maintenance and operation and 
every cost involved in the delivery of water to you, is that 
right? 





MR, CROOKE: That is right and paying off the bond and 






interest. 







CHAIRMAN 'EALE: All right. Now, if you are paying $12 for 


your water for repienishment, what are youu paying cor your 






municipal and industrial water? 







MR, CROOI:: $15, plus where it is softened, an additional 


softening charge of $10. 






CHASIMAN TEALE: But you know that it is softened and you 





expect to pay for that? 






MR. CROOK™: That is correct. That is an additional service. 








CHAIFMAN “EALZ: Now, what I am leading up to is this, the 





very point you made a moment aso in the beginning if you didn't 






use much water at the beginning of water deliveries from the 










aquecuct “in the Delta pool, they will probably not be using to 








capacity and I think experience would indicate that most definite- 





















ly and the lead penstil wiil also indicate that. Now, would the 
Orange County group, or do you think that your replenishment to 
the district would be interested in maybe taking water at a lesser 
price above what you would normally use for replenishment to try 
to raise your water level stiil farther in that interval until the 
time we develop an adequate market? 

MR, CROOKE: We anticipate that the Metropolitan Water 
District will be the contracting agency for quite a sizeable 
portion of Southern California, our area included. They now have 
this reduced rate, this $3.00 differential, the $12 water avail- 
able for ground water revlenishment. There are fundamental 
reasons for this. When you build these major aqueduct systems 
they are built to handle water on a year round basis. If we 
built them big enouzh to deliver everyone the drop of water they 
wanted the minute tney wanted it, you would have to build a much 
larger capacity because in our area in general we used about 28% 


of our average annual requirement in the two hot summer months. 
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This is a composition of urban and agricultural use. On the 
urban side we will find that we will use about 60% of our 






requirements in the six summer months and 40% in the winter 









months. But we must build these aqueducts in the interests of 


the economy to deliver this water on a regular minute by minute, 







day by day, month by month, year by year basis. If we don't we 


are going to spend a lot of extra money for peaking capacities. 






That is why we are going into an off-channel spreading program in 







our spreading operations. 






We started out by using some 700 acres of land we own in the 


Santa Ana River, but in the winter months quite often that land 







is being used to handle the natural runoff. But that is the time 






we must take the bulk of our water for ground water replenishment 


in order to equalize demand on the aqueduct system whether it be 






















from the Colorado River or what source. We must use those on a 





year round basis. If we do not, we will have demands for water 
in the summer when we reach that ultimate capacity situation on 
which there will not be capacity in the lines or pump capacity, 
but in the winter we may have pumps shut down, 

CHAIRMAN TEALE: What is the spread of your ground water 
pumping in regard to type of use, difference between agricultural, 
municipal and industrial? Is it approximately in proportion to 
the total for those purposes? 

MR, CROOKE: No, it is not, The major portion of the agri- 
cultural use of water in Orange County is supplied by ground 
water. We have many of our cities, some public utilities, county 
water works districts, taking considerable volumes of 
Metropolitan Water District water on the surface for which they 
are paying this $15 rate. In some instances it would be actually 
cheaper for them to produce their water from the ground water 
basin. However, in the interests of trying to make this total 


thing work, they are perfectly willing to cooperate and they are 
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now taking water at the rate of about 40,000 acre feet per year. 
We also have some of the irrigation companies taking Metropolitan 
Water District water direct, because you could see if they are 


close enough to the line where they can get it into their facili- 





ties at a cost of $12, if they would happen to be one who is right 
on this average of $9.20 plus $4.30, it is cheaper to take it 
direct, so we are getting quite some increase in the use of water 
direct from Metropolitan Water District. 
And all of this ties into our total over-all program of try- 
ing to raise well levels an additional approximately 70 feet on 
the average. 

CHAIRMAN TEALE: Now, looking to the date when you will have 
90% urban development, or municipal and industrial uses, do you 
anticipate that at that time you will still be using your spreading 
techniques? 

MR. CROOKE: Definitely. Because then we run into the 
situation of supply from the main line aqueduct. We have these 
low periods in the winter time and the peaking periods in the 
summer. We will still be using the ground water supply system. 

CHAIRMAN TEALE: You will still have to use those underground 
reservoirs? 

MR, CROOKE: That is right. That is one way of getting water 
into storage to equalize your cyclic changes as they occur, 

CHAIRMAN TEALE: I have a question not associated with this, 
but what attention have you given in Orange County to reclamation 
of water? 

MR, CROOKE: We are studying it quite intently. I assume you 
mean the sewage water. 

CHAIRMAN TEALE: Sewage conversion, 

MR, CROOKE: We are studying that intently and it is possible 
someday we will be getting into that. That in itself imposes a 
myriad of problems one of which may be the change in character- 


istics of the housewife. You know we use a lot of boron in the 
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kitchen in this day and age. It is just dynamite for agricultural 
water. It is a problem, 

CHAIRMAN TEALE: Now, one further question and then I am going 
to let the rest of the committee have a change at you. You imply 
here that the concept of a single price of water out of the pipe is 
acceptable to Orange County, or what you would desire? 

MR, CROOKE: Yes. 

CHAIRMAN TEALE: In other words, if you bought 100,000 acre 
feet of water you would want to pay exactly the same for each acre 
foot and that if there were a price differential established that 
you would do it locally and in effect then what you are saying is 
that if you desire to subsidize your agriculture, you will do it 
within your own framework? How would you propose that, on a 
property tax basis or an increased toll to your municipal and 
industrial use as against agriculture, or what would you use? 

MR, CROOKE: It is occurring in our area at this time. As we 
pay these taxes into Metropolitan Water District, an acre of land 
in the heart of one of our cities will pay in many many times the 
amount of taxes that an acre of agricultural land will pay in. 

As I also indicated many of our cities and water companies are 
taking water on the surface where they could actually produce 
ground water cheaper, but they are doing that in the interest of 
getting the ground water replenishment program on the road and 
getting well levels up to the position where they should be. So 
we are, I think, to quite an extent already into it. 

CHAIRMAN TEALE: In making that decision, are you considering 
the capacity of the farmer to pay or have you just arbitrarily 
reached a figure? 

MR, CROOKE: When we first levied this pump tax, the farmers, 
I wouldn't want to say in general. but many of them stated they 
just couldn't pay it. They are }2ying it. They are raising better 
crops in many instances, Would zou like for me to give you an 


example ? 





CHAIRMAN TEALE: Yes. 

MR, CROOKE: If you will remember we did not require the 
water meters to go on immediately after the effective date of this 
Act. There was a Korean incident under way and we did not want to 
require the use of steel where the government might have it tied 
up. So we provided in our Act for a period of two years of 
waiting. Farmer Joe Dokes came into my office one day to ask 
some questions about our program. He wanted to know more about 
it, and just as he was walking out I reminded him that within two 
or three months the date would fall due on which his meters must 
be installed, his water meters, 

Joe walked back into the room. He says, "They are already 
on. They have been on for a year and they cost me nothing." 

Now, that triggered my fancy because I knew that the average meter 
and installation cost was about $800. He had two wells which would 
mean $600. So I asked him who the Good Samaritan was. He says, 
"The electric power company. " 

Well now, I knew that the electric power company was not 
doing that, so I asked him to tell me the story. He says, "Here 
is the story. My irrigators have been putting on too much water. 
I get after them all the time," and as a farmer I am having the 
same problem personally myself. They are putting on too much 
water, He said, "I would tell them that well X was pumping 80 
inches and to put it in exactly so many furrows because I wanted 
to get on two and a half to three inches or whatever I wanted. 

I would go out and it wasn't in 80 furrows, It might be in 60 

or 120. When I asked them about it, they would say that the 
wells are producing more water than I thought it was." So he 
says, "I got the idea I would »ut my wate> meters on and put a 
stop watch in each well. I showed each irvigator how to by the 
use of the stop watch and coun’.ing the revolutions on the dial on 


the meter to determine the ret: of flow of the well. Then I 
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showed them how to take the rate of flow and break it down into 
how many furrows the water went into and on what area of land," 
and he said, "The first yeer my power bills dropped down better 
than $600. My water was applied better and my crops were better." 

That story is repeated over and over where farmer are adding 
water to their farm mangement program, 

CHAIRMAN TEALE: Any other questions by the Committee? 
Senator Fisher. 

SENATOR FISHER: Will you estimate for us what the total 
cost per acre foot is of water to the farmer in your area taking 
into consideration the taxes as well as -- 

CHAIRMAN TEALE: You are late. He just did that. 

MR, CROOKE: I just did that. We ran a survey about two 
years ago, quite an intensive survey. We got into costs of 
drilling wells and all of that stuff. We brought it up to the 
present date. The average cost of producing ground water for 
irrigation in Orange County at that time was $9.20 exclusive of 
the replenishment assessment levied. The current replenishment 
assessment rate is $4.30 per acre foot. So when you add the two 
together you have $13.50 water at the discharge of the pump on an 
average. 

SENATOR FISHER: Thank you. 

CHAIRMAN TEALE: Any further questions? Thank you, Mr. 
Crooke. 

MR, CROOKE: Thank you, sir. 

CHAIRMAN TEALE: You got off easy. Now, Mr. Sorensen of the 
Friant Water Users Association. Mr, Sorensen, you may proceed. 

MR, SORENSEN: Thank you, Senator. Mr. Chairman and members 
of the Committee my name is James F. Sorermsen and I reside in 
Visalia. I am here today reprerenting the Friant Water Users 
Association and the County of ".lare, particularly its Water 


Commissior. 





The Friant Water Users Association and the County of 
Tulare jointly are glad to have an opportunity to discuss with 
your Committee some of tne problems which are inherent in planning 
for the forthcoming contractiai and financial negotiations for 


service from the California Water Plan. 


The Friant Water Users Association has as members districts 


on the Friant-Kern and Madera Canals receiving water from the 
Friant Unit of the Central Valley Project in Madera, Fresno, 
Tulare and Kern Counties. Many of these public districts lie 
within the boundaries of Tulare County and there are large areas 
outside of these districts which now need additional water. The 
areas represented here are areas of experience as far as receiving 
supplemental water supplies from the Central Valley Project and 
those seeking service from future projects. 

For convenience in discussing the various points raised by 
your Committee, I will refer to the inforinal questions which 
your staff has asked. Now, we hope that these comments will be 
of some vaiue in your deliberations. 

CHAIRMAN TEALE: I don't think you have to repeat the 
questions, just read the answers. We have heard the questions 
about seven times now. 

MR, SORENSEN: Thank jou, Senator. Considerable areas 
adjacent to land within the Friant Water Users Association and 
within the County of Tulare are potential contractors for services 
from future water projects. These areas have immediate need for 
supplemental water and it should be noted that serious overdrafts 
already exist. It may be noted that the California Water Plan 
as described in Bulletin Number 3 indicates certain facilities 
and alternates to serve the east side of “he San Joaquin Valley, 
and while these future facilities are not included in the works 
specifically mentioned in the bond issue to be voted upon in 


1960. we »: sume that they migh:; be built and financed as an 
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extension of the works presently proposed in that bond issue. 
However, it should be noted that the United States Bureau of 
Reclamation is also making studies to determine means to serve 
the area and it must be assumed that it is possible that the 
United States might undertake construction of work to serve those 


areas. At the present stage, the people of this area are 


interested in knowing the details of any plan which can deliver 


water as soon as is reasonably possible. 

2. With regard to marketing of power from a state system, 
we do not feel that the preference for public agencies is as 
important as tk:> matter of selling the power at its market value 
and at not less than its unit cost of preduction. There are only 
two saleable items -- water and power, ard it is obvious that 
revenues must be maximize’. There are also other benefits such 
as recreation and salinity control which should be returning 
costs of construction. 

3. The cost of power to agencies in our area is much more 
significant to districts wniich must lift water to serve areas 
above the Friant-Kern Canal anc represents a sizeable item in 
operating expense for these districts. Many of our districts do 
not operate any pumping facilities. Practically all ground water 
pumping is done by indiv:cual water users. 

4, There are no public egencies in our area which generate 
power. 

6. We feel that the cost to deliver water to a particular 
area should be the primary factor in determining the cost of water 
and we feel that within such a particular area different users 
should pay different prices for the wate: whcih they receive based 
on their respective abilities to pay as well as benefits received. 

7. The costs of distribution systems to deliver water in our 
area from the Central Valley Project have varied widely, but as 


most of t.:2se systems have been completed, we have considerable 
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data on this item. For open ditch systems to distribute irriga- 


tion water below the Friant-Kern Canal and Madera Canal costs 






have ranged from $15.00 -» $150.00 per acre. For closed pipe 


systems delivering water from the Friant-Kern Canal, costs have 

































ranged from $50.00 tc $300.00 per acre. Some of these pipe 
systems deliver water to areas above the canal as well as below 
the canal. Generally, the systems have been designed on a simple 
gravity pipe system or a closed full pressure gravity system and 
many of the cos: variations have been due to this difference. 

8. Funds +o reoay long term otligations for capital expen- 
ditures ani for operzition and maintenance come from a combination 
of assessients and service charges. Mears of combining assess- 
ments anc servite charges vary with ijiifferent districts, but it 
is tne practice of most c* the irrigation districts in ovr area 
to levy an assessment upon all lands in the district to repay bond 
funds, contracts or loans and to defray & vortion of the purchase © 
price of water, using water tolls to make up th3 balance of the | 
purchase pvice, admi istre*ion. operation and maintenance expense. 

9. Long t2rm odligations ‘1ave deen issued by many of the 
districts in our area and at the present time some districts have 
some 40 year bonds outstanding from early construction work. 
Several districts have imorovement district warrants outstanding 
which were issued within the iest 10 years and most of these are 
of 19 or 20 year maturity. Many of the districts in this area 
have contzacted with the . S. Bureau of Reclamation for con- 
struction of distribition systems and repayment for these works 
is on a 40 year basis. 

10. We assume that «ses of water for agricultural purposes 
will be by far *he greatest use in our ar3a for many, many years. 
Therefore, we ave most interested in seeing pricing policies 
established to maintain its present position in the state's 


econiny, 


ll. With regard to the studies of the Department of Water 
Resources regarding estimated payment capacity, we feel that the 
price which they have estimated ($1/!.00 per acre foot at canal 


side) is nearing the upper limit which agricultural users can pay 


for water. This price is probably above that payable from most 
field and forage crops. 

A zone pricing system would seem to be proper for water 
deliveries, anc we feel that it would be wise to let the individu- 
al zone areas set price differentials for different types of 
services as they deen most equitable. Tl.e setting of such price 
differentials should be the responsibility of the people of the 
individuei area or cistri:t. This might possibly require the 
formation of a multi-agency district to udminister cistricts and 
financing for its area, “here are several such agencies in 
existence and it would seem that there are legislative means for 
forming such agencies. 

15. Sale of water end pcver could be made to any agency 
within the state so :ong es the obligation incurred by such 
private or public agency is preperly secured against loss or 
defavlt. Repayment might be secured from private agencies by 
posting of long term bonds or by the inclusion of penalty terms 
in such contracts. 

17. We feel that the preper procedure for contracting for 
the sale of water and power from large projects should be es- 
tablishec on a broad basis by the legislature with authority for 
the cpprerriate agency to execute contracts so long as they meet 
the requirements set forth by the legislature, Ratification of 
individual contracts by te legislature would seem to be awkward 
and would, in cur opinior., lead to interminable delays. 

18. It is our belief that reimbursable costs should include 
all those functions which are not of general benefit. We feel 


that Sish and wild life users are not of any more general benefit 
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to the people of the state of California than irrigation uses and 






on this basis we fee’ tha: fish and wild life uses of water should 














be paid fcr on a rei >ursaale dasis. If such uses are to be 
classed &s nor.-reimbursab’.e because of tiicir general benefit to 


the people of the st-=te, inen repayment of costs for most of the 





other uses 





sho.ld be paid for partially from state funds since 
there is indirect general benefit, 
Worthy or note is the fact that irvigation districts in the 


San coaqvuin Velley inmvort -water which is of tremendous benefit 







to cities and Pr: sropoliten areas and in :t.ost cases are not 



























directly x2pai- for any cz their expense in so doing. 

19. All iands .sed ‘or agricultura’ purroses are entitled 
to proportionate ber <cfits from projccts ct which these ands are 
a past, 

If there are su »sidies in favor of egricivltural users, it 
would seem to te desirabie if acrease liritations were imposed 
to provide for water service ic the i:imited lards after ,;ayment 
by tiose iands of th-ir p.vporvionate shere of the subsidization 
benelits. Mar; of ~ 2° districis op-ratinug uncer federal acreage 
limiiatiors fir that there are sezious inequities in the enforce- 
ment of the lew. In many cases idle lands are forced to pay for 
distribution systems which are of no benefit to the lands in 
question. 

In addition where water is delivered for irrigation use, 
the contrezts shoule cont:in a provision that the right to the 
beneficiel use of t!:e wat..r shell be appurtenant to the land cn 
whic’. sazu water shell bc applied and shall continue in per- 
petuity evbject to the re:.ewal of said delivery contracts. 
Obvicusly it is very undesirable from the viewpoint of general 
public interest to radically change an area's agricultural 
pattern by delivering a supplemental water supply, without 


assv..ing =ne permanency c* such a supply. 
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CHAIRMAN TEALE: Thank you, Mr. Sorensen. Are there any 





Senator Regan do you have 





questions by any comzaitte: memder? 


one? 





SENATOR REGAN: I provably have a question or two. Mr. 

































Sorensen, on pase 2 of your paper, going to question 2 at the end 
of the answer, vou say "There are also other benefits such as 
recreation and salintty control whicn should be returning costs 
of constristion, " 

My question woud be the mechanics of salinity control 
returning costs of constriction. Just what do you mean? How was 
it done? 

MR, SUJRENS=3: it isn't done at the »vresent time. 

SENATOR RaGAN: How can it be done? What do you have in mind? 

MTR, SORENSEN: <f think it is probably a fact that you cannot 
say we wili stoop the salinity benefits if you don't pay because 
certainly this salinity repulsion water that they think of going 
to Suisun Bay, for iustance, cannot he just turned cn or off, but 
it does seem to me ara I would say g2nerally to the people in our 
area that there is a benetit being received by veople who have a 
bettes condition or are assured of a better salinity condition. 

Now, as far as recovering construction costs, it would seem 
like possibly the formation of some sort of a district which 
would pay, which would incur an obligation to repay over a period 
of time certain funds whicn have been allocated to salinity re- 
pulsion could be formed, 

LOW, ~ realize shat cnat is going to somebody and saying, 

"You should organize a district to pay." But it seems to us that 
in eyuity there should be a payment by these beneficiaries. 

SENATOR REGAN: Well, would it be your thinking that that 
area of the Delta and portions of the Sacramento River which now 
and from time immemorial have been inflicted with salinity en- 


croaciiment, that that is a local rather than a problem of statewide 
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interest when it comes to building a state water plan? 








MR, SORENSEN: I think it is both local and of statewide 
interest, 
SENATOR REGAN: 


is the first time I ever heard this. That is why I am exploring 


































Could you balance the equities there? This 


it, 

MR, SORENSEN: It seems to me that there is a statewise bén- 
efit in salinity repulsion as well as there is a local benefit, 
and I think that would go as well to irrigation uses, for instance. 
There is a state benefit there as well as to the local area. 

SENATOR REGAN: What is your thinking then on the returning 
the costs of construction as far as recreation is concerned? What 
do you have in mind there? 

MR, SORENSEN: Well, there again, it is possible to first 
charge admission. Now, most of these reservoir areas in the 
Central Valley are owned for that particular purpose. 

SENATOR REGAN: We aren't talking about building areas in the 
Central Valley. We are talking about building them up where the 
water is. This is the new Water Plan we are talking about. Can 
you be specific? I don't want you to be confused by my question, 
but be a little specific about where these reservoirs are going to 
be. 

MR. SORENSEN: If we are to assume they are going to be in the 
northern part of the state. the development area, for instance, 
well, it would seem to me sithout having given or made a study of 
this sort of thing that ac:ess to these reservoirs is going to be 
somewhat limited and that it is possible in most cases to say 
charge admission. I don't «now that that is the specific way to 
get at it, but it is a dir:ct way. But it seems to me that many 
of the people of metropolitan areas as well as rural areas are 
taking advantage of this benefit. It is a special benefit in a 


sense just as irrigation i= a special benefit and that these users 
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should pay some of the cost. 
SENATOR REGAN: Let me give you a specific example so I can 



































see what your thinking is. Assuming the construction of a reser- 
voir on either the Trinity or the Klamath Rivers, now I presume 
you are sufficiently acquainted with those rivers to know that at 
the present time there are what I would say world famous fish 
runs, the salmon and the steelhead runs on the Klamath and the 
Trinity. Now, if we are going to build the California Water Plan, 
there isn't any question -- if you examine the Bulletins you will 
see that instead of the free running streams, you will have a 
series of dams, one backed up to the other so that the anadromous 
fish runs, which would be the steelhead and the salmon, will be 
destroyed. All the spawning beds are gone and so on and there is 
no stream fishing. Now, in addition to that, if you are acquaint- 
ed with the area, you know that most of the land is standing up 
on end. That is where Hilton wrote Lost Horizons, up in my area. 
In fact it was at my place. There is only a small amount of land 
on the tax rolls, For example, Trinity County is 74% federally 
owned and a lot of the rest is state owned so that the tax base 
is going to be seriously inpaired or destroyed by taking the 
lands which are the only remaining lands left on the tax rolls 
in the river basins and putting them under water at which time 
they come off the tax rolls. And then the remaining land around 
the reservoir is owned by She federal government. Now, can you 
tell me with those factor., just how you would be able to return 
a cost of construction th." would be an equitable situation with- 
out first destroying the ~:1x base of the area, and secondly, how 
would the mechanics of it ve done, assuming the lanj surrounding 
the reservoir happens to >: owned by Uncle Sam? 

MR. SORENSEN: Senator, it would seem to me that these things 
would have to be weighed. Now, for instance, if there is a loss 


of revenue as we will say, or this loss as you mentioned of the 
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fisheries, that has to be weighed against what the final result 






is going to be. 










SENATOR REGAN: There is no final result in the area. That 






would take the place, for example, in my opinion. Let's assume 


for the purpose of discussion you can't find a comparable situ- 







ation as far as local government is concerned. Now, what I am 





talking about is local government. 






That is what you are talking 






about, 


You are talking about an association that represents people 






in a locality where they have brought water into an area for the 





























purpose of building up the economy of the people who own the land 
in the area, Now, there is no question about what the association 
is. We are in the same position that we would like to know what 

is going to happen to the economy of the individual and the 
sanctity and the economy of the local government by what we are 
doing here. 

MR, SORENSEN: Certainly Senator, I wouldn't as anindividual 
from the San Joaquin Valley advocate anything that is going to 
wipe out some particular segment of the economy unless there was 
some counterbalance in this. 

SENATOR REGAN: All right. Now, what I am asking you is that 
in your paper which now becomes a public document and is an 
expression of a very substantial part of California, your district, 
can you tell me under the circumstances the mechanics and the 
background by which you come to the conclusion that recreation 
and also salinity contro... but that is not my problem, that is 
the Delta and Lower Sacr:-:ento River problem, but the mechanics 
of returning the cost of construction from recreation under the 
circumstances as I find ¢i1em in my area? 

MR, SORENSEN: Senator, it would seem to me again that 
historically in many instances there has been a boom of a sort in 


the recreational uses ji a particular area due to such works as 
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reservoirs, certainly, I think in the high mountains. 






Let's disabuse ourselves of the fact that 





SENATOR REGAN: 


just because your are going to build a reservoir and have a couple 






of thousand people in there that the economy of the country is 






inoPéeased, because when you get through at the reservoir you are 
going to have maybe fifteen or twenty people on the payroll to 

take’ cave of it std during the time 4¢ 18 being wittit and the 

cost of triais and criminal sctiond and inoreased shdvitt's costs 
and everytHin else, they cortaimy sotiertetance dy do-called 
material beriefit td the arvé, 
MR, SORENSEN: Well, Senator, in eastern Fresno County on the 































head waters of the San Joaquin River, for instance, where there 
have been many reservoirs built of like size, there are thousands 
of cabins, houses, and fishing goes on there and boating. 

SENATOR REGAN: Let me agree with you. There is no question 
about -- let's talk about your area. You can't do that in our 
area. Nobody else owns the land but Uncle Sam. You can't build 
any houses on his land. You can't buy one acre of the land. None 
of it is on the tax rolls. None of it reflects its comparable 
share of contribution to the local tax economy. So you are right 
back where you started. The houses that are built would have to 
have a lease from the federal government and if you have had any 
experience with it, you know that that takes from now until time 
immemorial. 

MR, SORENSEN: I think of Huntington Lake which is surrounded 
by government land which is dotted with thousands of cabins on a 
99 year lease, I believe. They are relatively long term leases 
and there have been -- there are far more people using or spending 
money who have built houses in the lake area than ever would have 
on the natural stream. 

SENATOR REGAN: Look how long we have had Shasta Dam. You 
don't find many houses built around Shasta Dam and that certainly 
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is a tremendous lake, one of the great attractions in the west. 
You go up there and take a look and you try to negotiate a home 
site around there and see what happens to you. 

MR, SORENSEN: Of course, I think there is a problem in- 
herent in many of these dependent on the individual reservoir as 
to the levels that are maintained. 


SENATOR REGAN: Yes, but the situation I am giving you is 


obtaining as far as most of those reservoirs that are going to be 


built in the north. That is what scares the daylights out of all 
of us who represent the north. We want to know all of the 
intricate thinking that you have done, because if you don't have 
the background on it your statement can't stand as representative 
of what would happen in our area. 

MR, SORENSEN: I think the loss of taxable lands, we will 
say, is a problem that offsets the value that comes from recre- 
ational uses. Now, recreational uses to me are apart or separate 
from this matter of taxable land. Now, I think the whole state 
has this matter to worry about of land on the tax roll and loss 
of tax revenues. But I think that we have got a class of user 
who is separate from that problem that the county government has 
with regard to the loss of that tax base. 

SENATOR REGAN: It may be separate but it is still there. 
Nobody has a solution for it yet. The problem is that you are 
dealing with the federal agencies and the federal agencies take 
their good time and you never get a comparable return from them. 

I happen to live in that area and I know what I am talking 
about and if you lose, for example, the fish runs and lose the 
lands which are under the reservoir and they came off the tax 
rolls, and if the lands surrounding the reservoirs are owned by 
the federal government, and if the only revenue you are thinking 
about is from the people who will come from time to time and use 


the reservoir, and that is important, who bring their boats and 
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so on, but if the federal government doesn't do anything better 
than it has done around Shasta as far as putting boating ramps 

in and if vou don't have any proper regulation of reservoirs so 
that you have a scenic one rather than a reservoir that has a lot 
ef mud fleta most of the time, you haven't dene anything but injure 
the econcmy of the aves, 60 what we are trying to say ig that this 
is of statewide interest and we want the state to understand it 

is of statewide interest and we don't think you can draw 4 con- 
parison between what would happen down in the valley, for example, 
where all the land is privately owned and one where the state 
comes in amd where you have Unele Sam as a landlord, because it is 
a very @ifficuit landlord to live with. 

CHAIRMAN TEALE: I don't think the rest of the state is much 
interested in your problem. I want to exercise your mental 
process a little more. If I remember your area correctly, and I 
lived there for many years, you have areas that are well developed 
due to irrigation? 

MR, SORENSEN: Yes, 

CHAIRMAN TEALE; And they are interepersed with areas that 
are not developed because of Lack of adequate water supply at this | 
time. Now, if the story that I have received from many people in 
that area is correct, the reagon that you have been able to 
develop a good agricultural economy in the areas that are develop- 
ed is to some extent due to the subsidies that are given by virtue 


of the reclamation contracts, the cheap water that you get there. 


In fact, you don't pay interest on your capital cost and so forth. 


Now, we anticipate, or I think you probably anticipate when more 
supplemental water becomes available from a different source or 
additional source that you will have further development of some 
of these undeveloped lands, is that right? 

MR. SORENSEN: Yes. Senator, I think it is worth noting 
here, too, that we assume that additional developments are going 
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to be considerably more costly than those which we in the past 
have seen developed and we assume that the cost of water is going 
to be considerably higher. 
CHAIRMAN TEALE: That i8 the part I want to explore a little 
bit. What is your thinking in regard to the method of charging 
or distributing the costs of this water when you add presently 
undeveloped lands to your developed areas by adding a more ex- 
pensive batch of water? Do you pian to pool that so that you 
spread your costs, or how are you going to reconcile the difference 
in this production cost between the new areas and the old areas 
and so forth? 

MR, SORENSEN: Certainly that is one of the knottier problems 
and I think at the present time appealing is that additional areas 
which receive supplemental water would contract at whatever price 
is established for these additional supplies of water and that 
there would not under present conditions be any pooling of price 
any more than there is, I think, of the present Central Valley 
Project of $3.50 for class 1 water and $1.50 for class 2 water 
with some of the older projeets that were developed more or less 
locally, and there has been no pooling of that price, and as we 
now look forward to additional facilities, it would be our 
assumption, I think, and this might be tempered as time goes on 
that those areas are going to contract individually. 

CHAIRMAN TEALE: And you anticipate that your presently 
developed areas are not going to need further supplemental water? 

MR. SORENSEN: Probably not. We do have this fringe problem 
where areas outside or adjacent to present districts are over- 
drawing water supplies and it tends to draw water out from under 
districts that have recharged their water to some extent. So 
some of the districts have a problem on their fringe areas, but I 
think the assumption is that those areas on the fringes are going 


to be the first ones, most of them are going to be the first ones 
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to take water from additional facilities. 
CHAIRMAN TEALE: Don't you think that the additional costs 
of the water to these fringe areas might encourage them to exagger- 
ate their overdraft or increase it? 
MR. SORENSEN: To a degree. 
where it is cheaper to take gravity supplies, I mean there is 































However, we get to the point 


this point where pumping from the underground gets more expensive 
than an equivalent supply of water from the surface source and 
that is the point we are finding ourselves rapidly coming to. 

CHAIRMAN TEALE: I would like to ask one further question. 
Have any of the people in your group had any experience or have 
they considered recharging the underground? 

MR, SORENSEN: Oh,yes. Class 1 and class 2 water is really 
the key to that, the answer to that question. The supplies of 
water which our districts buy from the Central Valley Project 
are either class 1 or class 2 supplies or a combination, and the 
class 1 supply is defined as a dependable supply, and over a long 
period of time it would appear that this suppiy can be made 
available with slight shortages in a very few years and that 
everything above that supply is called a class 2 supply, and it is 
only available when and if 

So that it means that there is lots of spring water which is 
due to the lack of storage facilities. You might say at the time 
the facilities were built it seemed far more economical to build 
the present capacities and take these extra flows and discharge 
them down into the area for ground water recharge, and you might 
say our district through these class 2 contracts or amounts of 
water replenish the underground either by discharging water into 
streams, recharge areas, you might call them, or take excess flows 
of water in high runoff years and therefore don't pump so much. 

So that the natural supplies are available then for recharge in 
those high years. 


CHAIRMAN TEALE: Aren't you required to take a certain amount 
of class 2 water in any of your contracts? 

MR, SORENSEN: Senator, the allocations of water are fixed by 
the contract, 

CHAIRMAN TEALE: As class 1? 

MR. SORENSEN: No, both of them. 

CHAIRMAN TEALE: Both? 

MR, SORENSEN: As to a maximum and minimum range. Now, for 
instance, the class 1 water -- let's put it this way. Our 
districts are committed or obliged and must pay for certain 
amounts of class 1 and class 2 water if those supplies are avail- 
able. Now, obviously if they aren't available they don't have to 
pay, but they are committed and obliged to pay for it even if they 
don't take delivery as a matter of fact for these allocated 
supplies of water and they go far above the average maximum total 
stream flow. 

CHAIRMAN TEALE: Let me ask you another question then. When 
you entered into contract, was the amount which you required a 
factor in determining how much class 1] and class 2 you required 
at any particular year -- was that a factor in how much you actual- 
ly contracted for? 

MR. SORENSEN: The chief factor in determining the breakdown 
between class 1 and class 2 I think can be said to be ground water 
conditions. Now, along the east side of the San Joaquin Valley 
some areas are very close to bedrock, say 50 feet or 100 feet, for 
instance, and as you go westward towards the valley floor you get 
down so there are 200 or 300 or several thousand feet, 

Now, in these shallow areas there is just very little ground 
water storage capacity. So those areas, if they are short of 
water, are short every year except for very wet years, let's say. 
So they need a dependable supply of water. Now, you take areas 
that are a little farther out onto the valley floor or along 
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streams, they have better ground water storage capacity and those 






districts are able to bridge these dry years by pumping. So that 







when, you might say, these studies determine that an area needed 
so much water if it was fully developed, and that water has got to 






come, a certain amount from ground water pumping and the remainder 







would have to be a surface supply, so these studies then determine 


what could be counted on for ground water supplies, and then the 






balance was taken, for instance, as class 1, maybe with some class 






2 water. 






Now, several districts, Orange Cove Irrigation District and 







Terra Bella, and Lindsay~Strathmore have class 1 contracts only. 
They don't have anything but class 1 because they had a need every 






year, and then other districts further out have large quantities 
























of class 2, some 50% class 2 as an average supply. 

SENATOR DONNELLY: I was listening to Senator Regan's 
question with interest regarding the recreation facilities that 
might be prepared by the building of dams and the thought occurred 
to me that it seemed to be manifestly unfair to tax the people who 
use those areas for recreational purposes because, for instance, 
the people living there depend to a large extent on those recrea- 
tional facilities to help to bring an increase to their income, 
Now, the sportsmen are taxed by various licenses. Now, we put a 
tax on boats. I don't know just how far you can go with new 
taxes without injuring the people in those areas. It seems to me 
that they are entitled to some consideration. I know that in the 
areas back of us where we get our water, I know that we use those 
for recreational purposes and people from our area may not go 
there every season. They may go there occasionally. I know I 
see them at different resorts and it just seems to me that it 
would be a rather hard tax to place unless they did charge 
admission to enter the area, and if you did it would be manifest- 


ly unfair. 















After you destroy their fish life and the attraction that 






brought many sportsmen to the area, it seems to me it would be 






manifestly unfair to tax the people 
It 
I don't know, 


that wanted to go into that 











area for recreational purposes, 


CHAIRMAN TEALE: 


just doesn't make sense. 





I am on the other side of the 
fence. 
SENATOR DONNELLY: You would like to tax them? 
CHAIRMAN TEALE: Certainly I would like to tax them. 

SENATOR DONNELLY: I think people in Tuolumne County are 





























profiting by the recreaticnal facilities they have to offer the 
people in the valley. 

CHAIRMAN TEALE: I think that is open to debate. They are 
profiting, but whether the profit is sufficient to make up for the 
cost that accrues because of the additional population is somewhat 
debatable. Recreational areas are rather expensive to administer, 
too, 

SENATOR DONNELLY: Well, you have a lot of people up there 
that own homes in your county. 

CHAIRMAN TEALE: Yes. 

SENATOR DONNELLY: Twin Heart, for instance, is practically 
built up from Stanislaus County. 

CHAIRMAN TEALE: And the city of San Francisco, 

SENATOR DONNELLY: And the farther up you go you find the 
same situation, You have lots of transients. You have lots of 
transients and you have a lot of people paying county taxes in 
your county. Probably like most resorts they pay plenty while 
they are there. They don't object. They enjoy going up there. 

CHAIRMAN TEALE: We enjoy having them, but it still is a 
problem. Any further questions of the witness? 

SENATOR SLATTERY: Mr. Sorensen, at the bottom of page 6, 
and this has to do with reimbursable costs in which you mention 
this same thing we have been talking about, fish and wild life 
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users, You say, "If such uses are to be classed as non- . 
































reimbursable because of their general benefit to the people of the 
state", and then at the top of page 7 you say, "Worthy of note is 
the fact that irrigation districts in the San Joaquin Valley import 


water which is of tremendous benefit to cities and metropolitan 





areas arid iri most cases are not repaid for any of their expense 
in so doing.“ I wish you would explain to mé what maybe is clear 
to everyone @lse, just what this tremendous benefit is that you 

are giving to some districts and they are not paying for it? 

MR, SORENSEN: It is a situation that we know of in our own 
particular areas. Generally the cities are not in the irrigation 
districts. This is not true one hundred percent. And quite gen- 
erally in these areas where irrigation has been developed and water 
brought in, imported from some distance, whether it be 30 miles or 
200 miles, these cities or metropolitan areas have receive a 
stabilized ground water condition. Quite probably the importation 
of water has prevented a tremendous drop in ground water, maybe 
even prevented a situation where they wouldn't have had adequate 
water. Now, that has been inherent in this import of water because 
you cm 't control just where the water is going to go as far as 
accretion to the underground. 

SENATOR SLATTERY: Well then, don't these metropolitan 
areas, the cities, don't they also have an indirect benefit in 
that a prosperous farming community is what they are based on? 

MR, SORENSEN: Certainly. 

SENATOR SLATTERY: Well then, would you consider that that is 
a reimbursable cost that whe city should pay? It would seem to 
me, it appears about the same to me as this wild life thing you 
are talking about. 

MR, SORENSEN: Well to me, it would seem that we have got a 
group of people that are enjoying the benefits directly, we will 


say, boaters or fishermen or water skiers as compared to a general 
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economy. Now, that would be the way I would draw this line 
between who pays a reimbu7sable and some of the general benefits 


that you don't recover, 





SENATOR SLATTERY: Well, I just can't quite follow. I follow 
you, but I can't quite agree with your differentiation there 
because certainly the chap that takes a service station or a farm 
equipment shop is enjoying a greater benefit than the chap who is 
going up ia his row boat end going fishing. 

MR, SORENSEN: Well certainly, as I point out, there is 
tremendous benefit to these cities and metropolitan areas due to 
this importation of waster, and it would seem to us that probably 
they should pay some of the direct expense to the district, I 
mean just even on a locai basis, but it is sort of like Senator 
Regen's question about salinity control. There isn't an awful 
lot of voluntary action to step up to pay these bills. 

CHAIRMAN TEALE: So Senator Miller won't be lost, the 
reference to that is on page < right in the middle of the page. 

I don't want to starc any fights, but I thought you would like to 
know what we are talking about. 

SENATOR MILLER: You mean since there is one started there 
is no harm getting inco it? 

SENATOR DCNNELLY: i would like to call the gentleman's 
attention to the fact that some of the districts do pay a pro- 
perty tax and they rave very ]ittle voice in the management of 
the irrigation districts, and those that haven't done it, it is 
their owr fault becauv3e tie cities es a rule were willing when 
the irrigation districts were formed to tecome a part of them 
and to pay a property tax to the district. 

MR. SORENSZN: Well, certainly the situation is not univer- 
sal and I -- 

SENATOR DONNELI’?: That is no one's fault but the local 


people. 


MR, SORENSEN: Well, Senator Donnelly, in most, well in many 
rural areas, districts have been very wary of including city 
areas. I agrees with you it is part of a problem that should be 
faced locally,  sut many irscigetion districts have found themselves 
completely in tne hands cf the tremendous number of voters in 
city areas. 

SENATOR DONNELLY: They ere afraid to give them the power? 

MR. SORENSZN: Actuaily I mean it is a very complicated 
thing and what soes in one particular area might not hold too well 
fifty miles awa. Bit we see tne sicuation as a great problem in 
which there is sener2]. benefit. 

SENATOR REGAN: Senetor Miiler, I know you were attending 
another meeting. 

SENATOR MILLER: Dow. in tne Governor's office trying to get 
some appointments. 

SENATOR REGAN: This was @ problem we felt concerned your 
district so we asked certain questions. On page 2 Mr. Sorensen in 
his paper said this, "There are also other benefits such as 
recreation and salintvy contre: which should be returning costs 
of construction." I presuine you in your district are interested 
in salinity control, so the question I asked was just how he would 
go about the methanics of -etur~ning che costs cf construction as 
far 28 salinity cont2o0l on the Delta and the Savramento River, and 
one of his answers wis thas mayne you should form a district down 
there. So I mein tha> was his answer and we never developed any- 
thing mor? specific vnan or1at. 

SENATOR MILLER: We have a lot of districts formed down 
there. I “ton't rine any quarr:i witn what this statement said 
because I am assvming we are talking about increased benefits as 
a result of sta%e construction, the expenditure of public monies. 
I have no quarrel wih that, but if you have any notion or any- 


one else does, that we are going to form a district and we are 
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going to increase taxes to maintain that which we already have, 


any legislation like that isn't going to pass unanimously. That 
is what the whole quarrel is about, you see, We don't mind spend- 
ing money and paying some tax dollars to help some other people 
out, but we would like to be able to maintain what we have and 
after picking up our proportionate share of a tremendous bond 
issue, we don't want to be in a position of having less than we 
presently have and utilize. 

MR, SORENSEN: Senator, part of this -- 

SENATOR MILLER: So I find no quarrel with what you say here 
if that is what you are talking about. 

MR. SORENSEN: Part of this comment here would stem from, I 
think, benefits which the Delta undoubtedly has received from the 
Ceritral Valley Project to date. 

SENATOR MILLER: There is no law against that, is there? We 
are a part of the state of California. We are also part of the 
United States, 

MR. SORENSEN: But actually it seems to us that the irriga- 
tors are the ones that are paying the bill for that benefit. Now, 
certainly some of it was set up as @ non-reimbursable. 

SENATOR MILLER: I don't think the irrigators are neces- 
sarily paying the bill any more than the power user or anyone 
else, 

MR. SORENSEN: Actually, there are only two classes really 
that are paying any money back, the water users and the power 
users. 

SENATOR MILLER: The same could be said of any time you drop ' 
a three cent envelope in the mail box, or a four cent envelope 
in the mail box, right? 

MR. SORENSEN: Yes,it is available to all of us. However, 
if we don't pay the three cents, we don't get the benefit of the 


postal service. 
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SENATOR MILLER: 
not paying the total cost of the service, right? Let us not 


But if you do pay the three cents you are 


forget there is a lot of Central Valley Project water that we are 
presently using, right? 

MR, SORENSEN: Certainly. 

SENATOR MILLER: One of the reasons that Shasta Dam was a 
feasible project was because of the Contra Costa Canal? 

MR. SORENSEN: Certainly. 

SENATOR MILLER: We had one of the first contracts as a 
matter of fact for the use of that water for which we pay our 
proportionate share, right? 

MR, SORENSEN: Certainly. 

SENATOR MILLER: And also one of the reasons that Shasta Dam 
was built, and you will find this throughout all the testimony, is 
to maintain control of salinity in the Delta, and as a matter of 
fact -- let me see if I can develop the whole idea so we both 
understand what we are talking about, and as a matter of fact, 
the practical water duty of that project was to maintain a 
salinity barrier not at some point that no one understood, but to 
maintain a salinity barrier at Collinsville, right? 

MR, SORENSEN: I don't understand it that way, Senator, 

SENATOR MILLER: Well, it has been there and is there right 
now, but for the dry year, and you have a whole new generation 
of folks coming along in the Bureau of Reclamation and saying, 

"We can't seem to find any place where we have any contracts 

with you people to maintain this hydraulic salinity barrier at 
Collinsville", so we say there isn't any contract. This is why 
the project was built. We assumed that we got together to build 
the project and that this was one of the principle reasons for it. 
There is nothing to contract about. So they say, "We don't find 
anything in the law. Maybe those old duffers assumed all this 
stuff," which they did. They not only assumed it, but there are 
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reams and reams of testimony where they said this was a duty of 
that water, 

They say, "We don't know anything about that. This is a 
different generation and those old fogies didn't realize water was 
valuable." We realize it and we think that this should be main- 
tained and it takes a lot of water, no question about it. We 
will do it which ever way anybody wants to do it. If they want to 
build a mechanical barrier or want to maintain a hydraulic barrier, 
O.K., and supply replacement water, that is all right, just so 
you don't throw this thing out of the window by saying these lands 
that are presently being irrigated, and this industrial set-up 
that is a heavy user of wate. can go by the board in order that 
we may take some desert lands someplace else where you can't grow 
cactus and try to grow kids with this self same water. 

We will be glad to split it, we will be glad to pay our share 
of the project, but don't give us less than we have enjoyed for a 
long, long time. We have paid our proportionate share of that 
dam. For the most pert those people who squawk the loudest 
haven't paid a dime on it except as a feceral taxpayer. That is 
kind of the way we feel avout the thing. 

MR, SORENSEN: Zxcus< me, I thought vou were through. 

SENATOR MIULER: This is a subject tnatis kind of near and 
dear to my heart. 

MR. SORENSEN: fine too, I might say, Senator. 

SENATOR MILLER: I don't find any quarrel with your statement 
here that if we in the process of building any of these projects 
create new recreational areas and if we can reclaim or recapture 
some land by salinity control, I don't see any reason why the 
user shouldn't pay a part of the construction, no reason whatso- 
ever. 

MR, SORENSEN: Senator, I don't mean to get into a debate. 


It seems to me probably a great deal of this great industrial 
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complex, which it certainly is, and municipal and agricultural 
operation in the Delta, has been due to the salinity repulsion 
benefits of the Central Valley Project, and the thing we are 
debating -- 

SENATOR MILLER: Almost solely. 

MR; SORENSEN: If we are debating the thing we are debating 
about the degree, it seems to me, of how far we are going to go 
in maintaining a specific water quality. Now, to me that is 
where the problem is going to come. Now, as an agricultural 
user of water it would seem to me that the Delta has reaped 
benefits, I say "reaped", it has gotten benefits which were 
available because the full use of water under the Central Valley 
Project had not developed and that the benefits of the past may 
very well have been more than -- you probably won't like this -- 
more than you should expect to continue under the original con- 
templated design, we will say, and I say, to me it seems that 
there is more there than just salinity control as such and that 
certainly this year would be a good example of what might have 
happened without this thing and certainly some of the project, 
the non-reimbursable, was set up as salinity control, but as I 
say I think it is degree we are talking about. 

SENATOR MILLER: We don't question the fact that Shasta Dam 
and the eventual full use of Folsom Dam has maintained a salinity 
control. We don't question that. It has done far better than it 
would have been without the project. That is why we were for 
Shasta Dam. No, we don't question that one bit. We have gotten 
tremendous benefits out of it, just tremendous benefits, an 
immeasurable benefit. I don't know how you could count the bene- 
fits we have gotten from it. There is no quarrel with that, but 
don't tell us now in order to do something else somewhere along 
the line you are going to charge it back to us. 

MR, SORENSEN: I don't think it is a matter of charging back. 
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To me it is a question of looking at the long range benefits and 


allocating the repayment on the basis of the benefits. 










SENATOR MILLER: 
MR, SORENSEN: The cost. 


Repayment for what? 





Repayment of the cost by those 
beneficiaries. 
SENATOR MILLER: Well, there has never been any contemplated 


shortage of water in Shasta Dam. You are speaking for the agri- 
































cultural users. I might suggest that you and I get in a boat and 
take a trip and count those siphons up and down from new users 
upstream from the pumping plant -- talk about where the water has 
gone and who paid for it -- 

MR, SORENSEN: Senator, I think we are completely in agree- 
ment now. I know we are because I think -- 

SENATOR MILLER: That is true. It happens to be a fact and 
I don't blame those people. If I had those lands I would pull 
the water out too. There is no law against it. 

MR. SORENSEN: I think it is the same problem. There is a 
matter of benefit received for which they haven't paid any of the 
cost. 

SENATOR MILLER: But the contemplated benefit, one of the 
contemplated benefits of the project was to maintain a barrier 
line, you see. Now, they say the only place it says in the law 
they have to do it is in order to maintain water for their pumps 
at the Delta Cross Channel. 

MR, SORENSEN: I am aware of that. 

SENATOR MILLER: That is the only place in the law where it 
says that. But there are a jillion pages of testimony that says 
this is why we are building this project. 

MR, SORENSEN: Again. I think it is a matter of degree as to 
the amount of water that goes in. We look at it and say that 
water has a tremendous value either in the Delta or to some 


other area in the state. 









CHAIRMAN TEALE: Any further questions? Senator Dolwig? 






































Senator Christensen? Senator Johnson? 


SENATOR JOHNSON: I just had one to bring some language into 





focus and that will be the only question. On page 2, Mr. Sorensen 
you said there are also other benefits such as recreation and 
salinity control which should be returning costs of construction, 
and on page 6 you said, "We feel that fish and wild life uses of 
water should be paid for on a reimbursable basis," 
Do I understand you used different language, that you place 
fish and wild life uses of water and salinity control and 
recreation in the same category even though you have them on dif- 
ferent pages with a little different language? 

MR, SORENSEN: Well, generally, yes, without any priority 
necessarily. I think we were trying to be responsive to the 
question, 

SENATOR JOHNSON: Even though you have a little different 
language, your meaning is the same, isn't it? 

MR, SORENSEN: Those are the ones that we ordinarily think 
of, I think, as the ones that are questionable as to whether they 
are going to be reimbursable or non-reimbursable, 

SENATOR JOHNSON: All right, but your position is that they 
are reimbursable? 

MR, SORENSEN: To some degree, certainly. 

SENATOR JOHNSON: Well, that is not what you said. 

MR, SORENSEN : Well, all right. 

SENATOR JOHNSON: You said they should be on a reimbursable 
basis, period. 

SENATOR REGAN: If there is any qualification I think the 
Chair would let you file a memorandum within the next thirty 
days or so giving your qualifications. We wouid like to have 
them. 


MR. SORENSEN: Senator Regan, when I say to some degree, 
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what I particularly think of is the point you raised about loss 


of tax value. 





SENATOR REGAN: Why don't you file a memorandum on that. I 
would like to have it. 
CHAIRMAN TEALE: 
MR, SORENSEN: I will limit it to 700 pages. 


CHAIRMAN TEALE: We would appreciate if you would qualify 


Up to 700 pages. 








yourself. 

MR, SORENSEN: I would be very happy to. 

CHAIRMAN TEALE: Fine. Any further questions? Thank you, 
Mr. Sorensen, very much. | 

MR, SORENSEN: Thank you, 

CHAIRMAN TEALE: Mr. Stoddard, we are going to have a five 
minute break for the reporter. 

(Thereupon a five minute recess was taken. ) 

CHAIRMAN TEALE: The meeting will come to order. Mr. 
Stoddard, you may proceed. 

MR, STODDARD: Mr. Chairman, my name is Howard Stoddard and 
I am a civil engineer from Los Banos, California. I have been 
invited to give testimony regarding the west side of the San 
Joaquin Valley. This testimony represents my opinions as an in- 
dividual. The opinions are my own and do not necessarily reflect 
the ideas of any particular public agency, but I believe them to 
be in accord with the general feeling in the area. 

Since 1936, as a civil engineer, I have worked continuously 
on water studies and on the design and supervision of construction 
of irrigation facilities. I was employed by the United States 
Bureau of Reclamation on the Central Valley Project from 1936 
to 1948. Since 1948, I have been a consulting engineer; with 
almost all of my time having been spent on water matters. 

I have represented and am representing a number of public 


agencies, including irrigation districts, California water 
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districts, and a county-wide water agency on water matters but, 


as stated above, I am not representing any agency with respect to 


this testimony. 

My testimony will be in the form of answers to the questions 
that were attached to the invitation to appear. 

I appreciate this opportunity and I sincerely hope that my 
comments will be of some use to your Committee. 

I have in this paper written the answers. I don't think it 
will be necessary to repeat the questions. 

CHAIRMAN TEALE: No, I don't think so. 

MR, STODDARD: Question No. l, answer: 

Yes. The Western portion of the San Joaquin Valley is a 
water-deficient area. Many thousands of acres are in need of a 
water supply and are not in the service area of the Central Valley 
Project or the Federal San Luis Project. Therefore, they are in 
the market for services from state water facilities. 

Question No. 2, answer: 

There should be no preference to public agencies in power 
pricing. At best, the cost of water service from proposed state 
facilities will be high. The maximum revenue should be obtained 
from sale of power and credited to the facility where the power 
is produced so that the cost for water from a particular facility 
will be a minimum, 

Question No, 3, answer: 

Yes. The proposed pumping lift from the Delta into the 
Feather River Project aqueduct will exceed 200 feet. At various 
points along the aqueduct, relifts will be required. In addition, 
there will be a large lift into the San Luis Reservoir. 

Question No. 4, answer: 

No agencies in the area produce power for market. 

Question No. 5, answer: 


Insofar as the west side of the San Joaquin Valley is 
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concerned, a price differential as between municipal and agricul- 
tural water would be desirable. 
Question No. 6, answer: 
The only agency in the area that delivers water to municipal 
and agricultural users, to my knowledge, is the Bureau of 
Reclamation, which, of course, has a differentiated price . 


structure. 





Question No. 7, answer: 
Conditions in the area vary through such a wide range that 
it is not possible to give a general answer as to the possible 
cost of constructing a distribution works. 

I might expand a little bit and say that a large portion of 
the area may be served by gravity from the main project works. 
Other portions lie above the elevations, above the project works, 
which will probably require relatively expensive pumping pipe 
line systems. 

Question No. 8, answer: 

Agencies in the San Joaquin Westside generally follow a 
system involving a combination of taxes and water tolls to finance 
capital costs and operation and maintenance. 

Question No. 9, answer: 

The capital costs of most facilities on the Westside have 
been financed by bonds. 

Question No. 10, answer: 

No definite answer to this question is available, but, at 
present and in the near future, the use is predominantly agri- 
cultural -- I might say that it is almost 100% agricultural. 

Question No. 11, answer: 

Insofar as the Feather River service is concerned, the pay- 
ment capacity per acre foot for service at main canalside of 
$8.50 seems reasonable. Insofar as the Solano County area of the 


North Bay aqueduct service area is concerned, studies by Stone 
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& Youngberg have indicated a payment capacity of $2.25 an acre 
foot. 
Now, that was quite an elaborate study made at the time that 
the Solano Project was being conceived by the Bureau of 
Reclamation and it was made for the purpose of determining payment 
capacity. 

Question No, 12, answer: 

I think there would be general agreement on a zone pricing 
system. A large portion of the lands in western Fresno County 
can be served by gravity from the San Luis Reservoir. As we pro- 
ceed further south, additional lifts are required and, of course, 
as we approach the Tehachapi or the Coastal Route for the aque- 
duct, great lifts are required. It would seem reasonable that 
areas served by a particular lift would be in one zone. As lands 
further south require additional lifts, they would then pay for 
the additional cost of lifting water. This zone pricing practice 
is followed by some districts on the Westside. That is with 
respect to their own distribution of water where they lift the 
water through a number of lifts. That is a graduated price in 
some districts based on the number of lifts through which it is 
required to divert water to a particular parcel of land. 

Question No. 13, answer: 

The same comments as to Question No. 5 would apply here. 

Question No. 14, answer: 

Although multi-agency organizations appear desirable in the 
marketing of water, it is my opinion that the establishment of 
such agencies would be quite difficult in the San Joaquin Valley. 
Large areas of Merced, Fresno, Kings, and other counties have 
organized into irrigation districts and have been in the water 
business for many years. Many of these districts have an alto- 
gether adequate water supply. It is questionable that they could 
be included in any over-all agency. Furthermore, there is a great 
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divergence in needs, physical situations, etc., that would hamper 

































the setting up of an over-all agency. An exception to this would 
be the Kings River Conservation District that embraces the entire 
Kings River service area and which seeks to solve the problems of 


the entire area insofar as water is concerned. 





Question No. 15, answer: 

In the absence of the multi-agency organizations, the state 
should sell water to both public and private agencies just as it 
is anticipated that the state will sell power to both public and 
private agencies. Sales to private agencies would be made under 
proper contracts after the financial responsibility of the agency 
had been determined. 

Question No. 16, answer: 

The borad principles of contracts should be established by 
the legislature, following which the details of the contract 
should be worked out by the Department of Water Resources. Each 
contract for water service would be an individual problem and each 
contract probably would be different in some respects. 

Question No. 17, answer: 

So long as the Department of Water Resources worked within 
the broad framework set up by the Legislature in drafting con- 
tracts ratification would not seem to be necessary. Where unique 
conditions existed that might make it impossible for the 
Department to work within the framework set up by the Legislature, 
then it might be necessary for such a contract to be ratified by 
the Legislature. 

Question No. 18, answer: 

Functions of the statewide system of statewide interest, 
such as recreation and propagation of fish and wild life, should 
be on a non-reimbursable basis. The cost of such non- 
reimbursables should come out of the Investment Fund or the 
General Fund. 


That completes the answers to the questions as submitted by 
the committee, 

CHAIRMAN TEALE: Mr. Stoddard, in referring back to your 
answer to number 1, you state that the western portion of the San 
Joaquin Valley is a water deficient area and that many thousands 
of acres are in need of a water supply and are not in the service 
area of the Central Valley Project or the Federal San Luis 
Project. These areas do have a natural supply of water, don't 
they, to some extent? 

MR. STODDARD: Most of them have a limited supply of ground 
water which has been greatly overdrawn in the last several years, 
to the extent that some acreages to my knowledge are in the 
imminent position of going out of production. 

CHAIRMAN TEALE: Do you think that the valley in general 
knows what their firm supply of ground water would be over a 
period of years? 

MR, STODDARD: Estimates have been made by the USGS and by 
individuals and I beiieve there is a fair understanding of the 
amount of overdraft. 

CHAIRMAN TEALE: Then, we should be able to determine within 
reason what the ultimate supplemental requirement would be if we 
were to put all of this land into production? 

MR, STODDAND: I believe that is generally true except that 


some experience that I have had with respect to specific areas 


on that particular problem give some trouble. I might state that 


in this way. 

On the Westside we have a generally confined water table 
beneath the formation known as a Corcoran clay. The useable 
water lies below that clay and that is where the water is taken 
from and that is where the overdraft occurs. Now, it is thought 
in very many places to be impossible to recharge that ground water 


by the application of surface waters so that in one contract that 
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I know that was negotiated between the United States Bureau of 
Reclamation and the Panoche Water District, there was some lati- 
tude in the contract allowing a period of time during which to 
determine what the recharge might be in order to determine the 
necessary supplemental supply. 

CHAIRMAN TEALE: I am going to ask you a question. I want 
the committee consultant to ask the same question of all the pre- 
vious witnesses by mail if he will. I want to know what your 
estimate will be of your supplemental water necessary -- you don't 
have to answer this now if you don't want to, you can make an 
estimate if yor want. I want to know what the estimate of your 
supplemental water is going to be and at the proposed price for 
supplemental water from the California Water System, what would be 
the effect upon the total cost of the water which would be used in 
the area when you comingle that with the present natural ground 
supply and what relationship does that price bear to the repayment 
capacity cf your area? 

It is a little complex and you can take a week or two to 
think about it if you wish. 

MR, STODDARD: Thank you, I will. 

CHAIRMAN TEALE: I am going to ask that of all the witnesses 
who will appear, if you will. 

MR, LAPHAM: You want that for full development of the area-- 
do you want acres in here? 

CHAIRMAN TEALE: I think we should graduate that as the 

years go ty. In other words, what you plan for 10, 15, 20, 30, 
40 years. Now, you have Giscussed somewhat the problem of price 
differential Letween municipal and industrial water and agricul- 
tural water. You discussed it in question 5 and again later on 
and you have first said that you thought there should be a price 
differential between the two classes of water and secondly you 


said there should be a zone price. Do you anticipate that your 
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price differential should be established within each zone by the 






agency, and if so, do you anticipate that the municipal and in- 


dustrial water would then furnish a subsidy to agricultural water? 






MR, STODDARD: What I meant to convey was I thought the dif- 






ferential should be set up by the state and that there would be 







further differentiation between zones. 






CHAIRMAN TEALE: In other words, within zone 1 you would have 






the state set a price for agricultural as against mvnicipal and 


industrial water? 






MR, STODDA®D: Y3s, sir. 






CHAIRMAN TSALE: That is a radical departure from our testi- 


mony here. 











MR, STODDARD: Well, I think the reason that I say that, in 









the first place, if it is not set up it pre-supposesr the setting 
up of an over-all agency which in other places in my testimony I 






indicated might be somewhat difficult in the area, 






















Secondly, in an area that is almost 100% agricultural, if the 
state sets just one rrice then there is no opportunity anywhere 
if a subsidy is desired for agricultural water to set one. 

CHAIRMAN TEALE: Yov. mean you have no other tax base to tax 
or to use to tax for? 

MR, STODDARD: Correct. 

CHAIRMAN TZALE: Any further questions? Senator Regan. 

SENATOR REGAN: Yes. Mr, Stoddard, will you refer to 
question pumber 11 cn yovr paper. I just want a couple of 
questions so I can understand the background. You say, "Insofar 
as the Feather giver service is concernec, the payment capacity 
per acre foot for service at main canalside of $8.50 seems 
reasonable, " 

What do you include in the Feather Piver service there for 
the purpose of that statement? 

MR. STODDARD: Well, I was guided by the question that was 
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given in the letter that came down. I construed that to be, 
having had access to the state reports, to mean it to say the 
first zone in the San Joaquin aqueduct, 

SENATOR REGAN: All right. Now, for the purpose of the 


record, what does that include? 








MR, STODDARD: That would include basically -- 
CHAIRMAN TEALE: Above what point, let's say, upstream from 
what point? 
MR. STODDARD: Upstream from the vicinity of Kettleman City. 








SENATOR REGAN : 





Kettleman City. Then, you say that studies 
by Stone & Yourgberg have indicated. a payment capacity of $2.25 


an acre. foot ir. Solano County? 























MR. STODDARD: Yes. 

SENATOR REGAN: That is -- do you know whether or not: the 
Feather. River Service Study and the Stone & Youngberg studies are 
comparable studies as far as intensity is concerned? What I am 
getting at, I want to know if you know, if you have an opinion as 
to why the differential there? 

MR, STODDARD: I think there are two factors that are basic 
to that differential, one being climatic and the other one being 
soil types, and crop adaptability. In other words, the growing 
season obviously in the San Joaquin Valley is considerably longer 
than in the Solano County and also from my personal knowledge I 
know that the lands in the San Joaquin Valley are more productive 
generally than the lands in Solano County. 

Now, that doesn't gc with respect to any particular acre of 
land in one county or the other, but as a general comparison, 

SENATOR FEGAN: Well, the one point I have in mind, are we 
discussing agricultural water or a combination of uses? 

MR. STODDARD: We are speaking of agricultural water. 

SENATOR REGAN: So that agricultural water you feel in 
Solano County, if you are using these figures in your report, 
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would be $2,25, that is the capacity should be $2.25, whereas in 


the Feather River service area, which is north of Kettleman City, 





it would be $8.50, and you feel that that statement here in 
question 11 concerns only agricultural water? 

MR. STODDARD: That is correct. I am sorry I didn't clarify 
that in the answer, 

SENATOR REGAN: That is all. 

CHAIRMAN TEALE: Senator Dolwig. 

SENATOR DOLWIG: Mr. Stoddard, on question 15, you indicated 
that in the absence of multi-agency organizations it is antici- 
pated that the state will sell power to both public and private 
agencies. Is that your understanding? 

MR, STODDARD: Well, what my answer says is that in the 
absence of multi-agency organizations the state should seli water 
to both public and private agencies just as it is anticipated that 
the state will sell pcwer to both public and private agencies. 

2 My understanding is that the state will do that. 

SENATOR DOLWIG: Yes. I mean, is that your understanding? 

MR, STODDARD: That is my understanding, yes. 

SENATOR DOLWIG: Mr, Chairman, I would like to get that 
clarified because in the first hearing I think Mr. Gianelli for 
the Department indicated that all-of the power that would be gen- 
erated by the California water facilities would be used in the 
project and that there would not be power available for sale to 
any private or public agencies. 

| Now, if there is a misunderstanding, = for one, would like to 
a, get that clarified. Perhaps we ought -- 
: CHAIRMAN TEALE: I think if we review the testimony we will 
find Mr. Gianelli said that the method of using the power had not 
been determined, whethe it would be a sale and a repurchase of 
power or whether it would be an exchange agreement or whether it 


would be actually transmission over our lines for use -- 
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SENATOR COBEY: Mr. Chairman, I think for a temporary period 


until we are going over the Tehachapis and need a lot more power, 

































why there may be a power surplus there from Oroville. There might 
be excess power that can either be marketed or exchanged as the 
need may be. 
CHAIRMAN TEALE: The testimony on that was rather extensive 
and involved and I read it two or three times and I am still not 
quite sure what he said. 

SENATOR DOLWIG: Mr. Chairman, perhaps we ought to get this 
phase of the matter clarified so the people that are going to be 
appearing before the Committee will have a clearer understanding 
so we can get more adequate answers. 

SENATOR REGAN: Why don't you ask the witness what his under- 
standing is? 

SENATOR DOLWIG: That was my first question. 

MR, STODDARD: Sir, this came from my recollection, you see, 
and I recall, and unless I am wrong, having studied the Feather 
River Project Report and I think that that shows revenues for 
power at least during the earlier stages of the project and if 
there are revenues there obviously must be sales. 

SENATOR DOLWIG: Well, Mr. Chairman, I don't want to prolong 
this, but my impression after the first hearing that we had was 
Mr. Gianelli seemed to have indicated quite clearly that when the 
California water facilities, when the project was completed, ali 
the power that would be generated would have to be used in the 
project. 

CHAIRMAN TEALE: Tx2zt is right. He made a statement to the 
effect that wren we reached the ultimate transmission of water 
that the tota2? amount of power produced by the system would only 
be about 50% of thai necessary to operate the system. 

SENATOR DOLWIG: Is that in keeping with your understanding, 
Mr. Stoddard? 












MR, STODDARD: I believe that is correct, although as I 
further understand, all of the details haven't been concluded on 
that particular thing like a lot of the other details, but I 
thought I did quite clearly recollect there was an indication of 


sale of power from the project. 





SENATOR DOLWIG: That would only be on an interim basis as 
the facilities were being constructed. 


MR, STODDARD: Well, I understand that to be correct. 











SENATOR DOLWIG: 





I see, Thank you. 


























SENATOR COBEY: Mr, Chairman, I might say my own understand- 





ing is that even when we reach the point that there is a power 
deficiency in the project as a whole, that that does not preclude 
the sale of excess power from Oroville if we can obtain a cheaper 
substitute off peak nower elsewhere for tne pumping. Another 
thing under consideration is to sell Oroville power as peak power 
and then buy in substitution for it cheap off peak power, and 
also as one of the other members aluded, we may work out a power 
exchange and still have a power sale anyway. 

SENATOR SLATTERY: I merely wanted to collaborate what 
Senator Cobey has said. To my understanding of this thing there 
would be sales or trades of power made even after the completion 
of the project because of the fact that even though there was an 
over-all deficiency, there would be in certain areas excess power 
to that particular area, 

SENATOR DOLWIG: That was my understanding too, Mr, Chairman. 

CHAIRMAN TZALE: We will return to Senator Dolwig. Was 





there something <7ou wanteiji to ask? 

SENATOR DO:WIG: I think the reason I wanted to know what 
your understanding was so vhat insofar as any other witnesses were 
concerned that on this particular question we would all be think- 
ing in the same direction because the issue came up as to whether 


there would be revenues from power insofar as the contribution to 
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the cost of the project was concerned. 


Now, insofar as exchange and substitution of power was con- 


































cerned, I don't think there was any question. I think Mr, 
Gianelli was quite clear on that. 

CHAIRMAN TEALE: Any further questions? 

SENATOR COBEY: Just a minute, However, I have been reading 
over your answer here and my apology for not being here eariier., 
The only thing in your answers that I have read that I would 
disagree with is this matter of putting recreation and propagation 
of fish and wild life on a non-reimbursable basis. 

Prankly, as all of the Committee members and unfortunately 
I suppose all of this audience are likewise familiar with, I 
can't see this business of saying the farmer is going to pay for 
either all of the cost of the water developed for him or most of 
it and at the same time turn around and s2y to a motel owner who 
has a resort development or he has a resort or motel that is a 
good going business enterprise by reason of the creation of a 
lake which was created by the state and he is in business and 
making a Dusiness use of that and that he will not pay any por- 
tion of it. 

SENATOR REGAN: How is he going to do that? 

SENATOR COBEY: I suggested -- I don't know whether you were 
at the last hearing or not. I went into it in considerable de- 
tail. 

SENATOR REGAN: I mean just this motel man. 

SENATOR COBEY: By the formation of a conservancy district 
that would be reguired to tevy a property tax. That would be 
one way of doins it. Another way would be for the state to buy 
the lands that 2re immedinvely around the lake and put them on a 
long term lease. 

SENATOR REGAN: Let me ask you one question, Jim. Let's 
take the Trinity Project, the Trinity Lake. Now, you tell me how 
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you can do what you are saying? 






SENATOR COBEY: I can't give you the answer to that, Senator, 






because I am not familiar with the physical conditions. 






SENATOR REGAN: I will give you the physical conditions. All 





the lands around the lake are owned by the federal government and 



































for 15 to 25 miles around, 





Where are you going to form the 
district? 

SENATOR COBEY: Well, in a situation such as that, the first 
two solutions I proposed here can't be used. Then, we are going to 
have to think up another method of taxing this particular business 
in an effort to recover that. 

One of the things that I have suggested, of course, other 
people have too, is that another way of recovering this is from 
the users of the recreational facilities ihemselves. Up to now 
we pretty well follow the policy of merely recovering operation 
and maintenance changes from those users. I don't see why we 
can't go beyond that, for example, tax power boat sales with a 
special tax. I don't see why we can't use part of the fish and 
wild life preservation fund which has been contributed primarily 
from fishing and hunting licenses for the same purpose. So there 
are a few solutions. I mean there are a few answers to that. I 
will say frankly I haven't thought yet as to what a proper alloca- 
tion for recreation should be as far as an allocation of the 
capital cost, 

MR, STODDARD: Well, I think in my opinion that is kind of 
the meat of the thing, th*s allocation question. If it is insig- 
nificant, of course, it doesn't bother people. If it is large 
why then it might, but my further thinking on the matter is that 
I just have my own ideas aid don't know any other way other than 
non-reimbursable to work this out as a practical matter. 

SENATOR COBEY: Well, you may be right. I would like to see 


some thinking done on it to see if there is a practical solution. 
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SENATOR MILLER: Mr. Chairman, I am getting a little con- 
fused here, Are we assuming that the farmer is paying the full 
cost of the water, that it is contemplated he will pay the full 
cost of the water? 

CHAIRMAN TEALE: There has been a general opinion expressed 
here today and yesterday. 

SENATOR COBEY: Southern California was unanimous. 

SENATOR MILLER: Well, the cost, what is the cost of the 


water? What are the contemplated figures per acre foot? 


CHAIRMAN TEALE: That varies widely in the areas. 

SENATOR COBEY: I don't think we have gotten those figures 
yes, have we -- the repayment capacity figures? 

CHAIRMAN TEALE: We have had estimates of the cost of the 
water within $7.00 to $30.00 or $40.00 and up. 

SENATOR MILLER: Some higher than that, haven't we? We are 
not going to assume any farmer is going to be using $55 water, 
are we? 

SENATOR COBEY: Down south, yes. 

SENATOR REGAN: To grow houses on his ranch. 

SENATOR MILLER: Not as a practical matter, they are not. 

SENATOR COBEY: They tell me they do, George. 

SENATOR REGAN: Avocados or strawberries. 

CHAIRMAN TEALE: He mixes $55 water with his $10 water and 
uses one to six and comes out pretty good on it. That was the 
purpose of my question a moment ago that I am going to ask these 
men t) answer, but I don’t know what the costs of the water are 
or how you are going to s71lit them vp yet. The formula the 
federal government gave us and the one the state gave us, I can't 
figure out. 

SENATOR M:LLER: If the farmer pays the full cost of the 
water I will be very much surprised, and if he doesn't pay the 


full cost of the water, he is being subsidized. So it seems to 
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me kind of poor grace for the farmer to say, "I want part of my 
subsidy from some guy running a hunting resort or a fishing resort 
or something on the lake." It would seem to me to be kind of 
inconsistent. 

SENATOR COBEY: We are merely asking the guy who runs the 


hunting lodge to pay part of the cost, too. We don't see why he 


should get a completely free ride if the farmer is going to pay 


all the cost of getting the water to hin. 

SENATOR MILLER: I see the problem. I just don't think the 
farmer is ever going to be using water that isn't subsidized. That 
is all. 

SENATOR COBEY: That is why I am inclined to agree with you 
and that is why I said yesterday what was being recommended here 
would put Northern California agriculture out of the state water 
program. We would have no part in it. 

CHAIRMAN TEALE: Any further questions? We will recess 
until 1:30. 


(Thereupon the noon recess was taken. ) 





FRIDAY, OCTOBER 9, 1959, 1:30 O'CLOCK, P.M. 
---000--- 

CHAIRMAN TEALE: The meeting will come to order and our first 
witness this afternoon is Mr, Donald Currlin from Santa Clara 
Flood Control and Water Conservation District. Mr. Currlin. 

MR, CURRLIN: Mr. Chairman, this is Mr. Crowle from Alameda 
County, he is Director of Public Works, and we thought that in the 
interest of time we would be able to save the Committee some time 
if we were to make a joint statement, so consequently we in con- 
junction with Alameda County and Contra Costa County as the service 


area of the South Bay Aqueduct, have prepared a joint statement 


which Mr. Crowle, I believe, will read at this time. 


CHAIRMAN TEALE: Proceed, Mr, Crowle. Let me say, we ap- 
preciate your consideration in trying to condense this. By this 
time we are getting a little tired. 

“R, SROWLE: We can certainly appreciate that, Mr. Chairman. 
The three counties of Alameda, Contra Costa and Santa Clara are 
presently cooperating to explore and suggest proposals and methods 
for local agencies to contract with the State for service from the 
South Bay Aqueduct. It is hoped the proposals will be formulated 
so as to meet the requirements of the people in the local areas 
and at the same time assure the State of full repayment of all 
costs allocated to this service. We are pleased to have this 
opportunity to discuss our problem with you. Now as to questions 
you have asked, our answers follow: 

i, Agencies within contra Costa, Alameda, and Santa Clara 
counties, either presenti: in existence or to be formed at the 
behest of existing agencies, are prospective contractors for 
service from the State weter facilities. 

2. We take no position at this time on the question of 
preference to public agencies in the marketing of power from a 


State system. 





3. Water for the South Bay Aqueduct area must be pumped 
from the Delta through a head of 780 feet to lift it over the 
Coast Range. Also, pumping will be required in a substantial 
part of the distribution systems. The cost of power will, there- 
fore, be a significant part of the expense of delivering water 
from State facilities to our area, 

4, The East Bay Municipal Utility District produces power 
at Pardee Dam on the Mokelumne River. They do not market it ex- 
cept that power surplus to the District's own needs at the dam 
site is sold to the Pacific Gas and Electric Company at market 
value at the power plant. The City of Alameda purchases electric 
power from the Pacific Gas and Electric Company and markets it 
to all customers within the city. Rate schedules are the same 
for public and private agencies, except for the city itself. 
There are no public agencies in Santa Clara County producing 
power; hcwever, the cities of Palo Alto and Santa Clara purchase 
power directly from Pacific Gas and Electric for their own city 
powei- departments. In retailing this power, they do not give a 
preference to other public agencies. 

5. We take no position at this time on the question of price 
differential for water delivered from a State system in relation 
to its end use. However, we make the following comment: sub- 
stantial areas, representing the majority of our people, would 


prefer that the State not make such differentials and that such 


differentials, if any, be set by the local contracting agencies 


within their own areas. 

6. The agencies in Alameda County and the western portion 
of Contra Costa County do not differentiate in charges for water 
to users on the basis of =nd use. Users of domestic and indus- 
trial supplies from local agencies, of course, pay generally 
those local agencies on a sliding rate schedule, with decreasing 


unit prices for larger volumes of water used. The eastern portion 
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of Contra Costa County is served by the Contra Costa Canal, with 
price differentials in accordance with the United States Bureau of 
Reclamation policies. The agencies of Santa Clara County have 
been established primarily for distributing one type of water 
only. Prices vary between agencies depending upon the source of 
their water and the costs thereof, along with the cost of distri- 
bution facilities. However, within each agency, there is no dif- 
ferentiation in charges based on end use - only on volume, 

7. (It is estimated that agencies and property owners of all 
three counties in the South Bay Aqueduct area will have to spend 
in excess of $100,000,000 by the year 2000 on the construction of 
local distribution systems, including storage reservoirs, treat- 
ment plants, water transmission lines, street mains, etc. Cost 
of maintenance and operation of these local facilities will be on 
the order of 5 to 10 million dollars annually by the year 2000. 

The initial construction cost alone of trunk line facilities in 
Santa Clara County and a water treatment plant will amount to 
ten million dollars to serve for an estimated 20 to 25 year period. 

8. Agencies in our area finance capital costs and maintenance 
and operation from a combination of assessments, taxes, and service 
charges. 

9. The proportion of the capital costs of water facilities 
financed by bonds varies considerably throughout our area. 


Countywide, in Alameda County, a rough estimate would be fifty 


per cent. In Contra Costa County a rough estimate would be 


twenty-five per cent, largely for East Bay Municipal Utility 
District service, Contrz Tosta Canal service is underwritten by 
the Bureau of Reclamation and service in Central Contra Costa 
County is provided by Caiifornia Water Service Company. In Santa 
Clara County, practically all of the capital costs for dams and 
major distribution facilities are financed by general obligation 


bonds. Local improvement districts formed under the acts of 1911 
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or 1913 have been used for local area distribution systems in 
addition to facilities installed by developers and property owners. 

10. The estimated proportionate use of water for agriculture 
and for municipal and industrial use in Alameda and Contra Costa 
counties and in Northern Santa Clara County is as follows: 

For the year 1960 the estimated water use for agricultural 
use in Alameda County is 33%, for municipal and industrial, 67%; 
for Contra Costa County agricultural use is 18%, and municipal and 
industrial is 82%; for Northern Santa Clara County agricultural 
is 53%, municipal and industrial, 47%. 

For the year 1980 the estimated water use in Alameda County 
for agricultural use is 16%, for municipal and industrial, 842; 
for Contra Costa County the agricultural use is 15%, municipal and 
industrial, 85%; for Northern Santa Clara County, agricultural is 
16%, municipal and industrial 842. 

For the year 2000, the estimated water use for Alameda County 
is 2% for agricultural use, 98% for municipal and industrial use; 
for Contra Costa County the agricultural is 10%, municipal and 
industrial, 90%; for Northern Santa Clara County, agricultural 
use is 1%, municipal and industrial 99%. 

ll. It is believed that the payment capacities for agricul- 
tural water for the South Bay Aqueduct area varies considerably 
with type of soil, type of crop, and with the proportion of sup- 
plemental water to be delivered as compared to the amount of the 
existing supplies being utilized. 

12. We see no objection to the zone pricing of water from 
the State aqueducts. Within local distribution areas, such as the 
South Bay Aqueduct area, it is believed that the method of pricing 
shouli be determined to th: greatest practicable extent by agree- 
ment among the local agencies, providing, of course, for full 
repayment of all allocated reimbursable cc2zts to the State for 


State facilities utilized. We can make also the following 
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comments: while we have no objections to a zone structure, such 

a zone structure could be with or without an agricultural subsidy 
at the State level. If such subsidy were granted at the State 
level, we feel it should be the same throughout the entire State. 
We feel that the South Bay Aqueduct, in which we are primarily 
interested, is a branch facility of the main transmission lines 
and facilities to be constructed by the State. Within such a 
service area, which might, for example, constitute a zone, we feel 
that the local people should make their own choice, if possible, as 
to whether or not there should be any price differentials as 
between agricultural and municipal and industrial water. If the 
local agencies in such areas or zones can come up with a solution 
which will repay the State all reimbursable costs according to 
State policy, the matter of subsidies within the zones should be 
left entirely to the local people. 

13. The suggestion, made by others, that the State set a 
single price, within zones, for both agricultural and municipal 
and industrial water and that the contracting agencies determine 
their own price differentials for water uses within their areas, 
appears to be feasible and equitable and in all probability a 
satisfactory pricing system could be worked out on this basis. 

14. In certain areas it might be necessary to establish 
multi-agency organizations. However, in most cases present legis- 
lation used in conjunction with the joint exercise of powers act 
is cr should be adequate. Broadening the powers of existing 
agencies should be preferred to creating new agencies. 

15. We take no posi-ion at this time relative to the market- 
ing 2% power from a state project. Water from state projects 
shou..d be sold only to pvzlic agencies in order to guarantee re- 
payment to the state, unless a performance bond provision can be 
made an adequate part of the state conticct. Private agencies, 


of course, may purchase water from the local public agencies as 
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required. 

16, Permanent contracts for water and power from state 
projects should be based upon policies established by the Legis- 
lature. In the absence of legislative action on such policies, 
interim contracts based upon principles developed by the 
Department of Water Resources, could be utilized. 

17. The Legislature should not be required to ratify con- 
tracts for water from state projects. Rather, the Legislature 
should prescribe the policies and principles for such contracts, 
and the Department would then see that the contracts conform to 
those policies and principles. To insure that the Legislature is 
kept informed, provision could be made that all such contracts 
executed by the state be filed with an appropriate Legislative 
Committee. 

18. Development of recreation facilities and propagation of 
fish and wild life, where feasible, in connection with our state 
water projects is recognized as an important and necessary 
function of state government, as evidenced by present state 
polities in these fields. The cost of such features as recrea- 
tionel developments of statewide interest should not be made 
reimbursable by the project water users, however, Such costs 
should be paid for from the appropriate state funds, such as 
Beacnes and Parks, Fish and Game, etc., in accordance with exist- 


ing oolicies. Revenues from admissions, concessions, licenses, 


etc., from such recreational and fish and wild life developments 


cov:Jd peutilized to the fullest practicable extent to pay the 
capical and operating cc cs of such developments. 

19A. Revenues fror power generated at a multi-purpose dam, 
in «xcess of annual charzes and costs incurred in generating the 
pow2r, should be used to reduce the cost of water to benefit ail 
the users of water from the dam, 


19B. Contracts should provide for readjustments of costs 
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at various points of diversions along the main facilities of 
state aqueducts, and these readjustments of costs should consider 
both increases and decreases, and should be based on the cost of 
producing the water at those points. 

19C. As to the branch aqueduct or zone facilities, we feel 
that once the capital costs of such facilities are paid off, 
there should be no further charge for such facilities other than 
maintenance and operation costs, charged to the users of such 
branch or zone facilities, 

That concludes our prepared statement, Mr. Chairman. I want 
to emphasize that this was prepared jointly with Mr. Currlin and 
myself and the representatives from Contra Costa Water Agency. 

CHAIRMAN TEALE: Thank you very much, Mr. Crowle. Are there 
any questions by members of the Committee? Senator Cobey. 

SENATOR COBEY: Mr. Crowle, as you know, this water will be 
developed by the state. Why do you think the state should turn 
over the matter of local pricing to the distribution agencies 
rather than setting the pricing itself as between the various 
users? 

MR, CROWLE: Well, it was our thought that the main concern 
of the state in making a contract with any local area would be to 
see that the state was reimbursed for all costs allocated to that 
area, all the proper costs. And as you will recall, one of the 
main questions asked in your list of questions was whether we 


felt this should be at a state level or at a local level and I 


want to point out here that in answer to question number 5 we 


statz2d that we take no position at this time on the question of 
price differential for water delivery from the state system in 
relazion to its end use, 

So we are willing to consider that matter further. We did 
point out, however, that we made the observation that the majority 


of the people in these areas at the present time would, we thought, 
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prefer that such differentials be made by the local contracting 
agencies. 

SENATOR COBEY: I notice from the figures that you have 
given us that the three counties, or at least the Northern portion 
of Santa Clara and all of Alameda County and Contra Costa 
County are counties in which the major water use is municipal and 
industrial and you foresee a steadily declining agricultural use 
in the year 2000 in which, with the exception of Contra Costa 
County, which will have 10% agriculture, Alameda will have 2% 
and Northern Santa Clara 1%, so it will be basically an urban use 
of water, will it not, that you are looking forward to? 

MR, CROWLE: Eventually that would be the case, yes, provided 
our predictions are correct, of course. 

SENATOR COBEY: And if you turn over this matter of price 
differentiation as between the agricultural use, for example, and 
the municipal and industrial use to the local agency, then in a 
situation such as Contra Costa County, for exa. with a 90% 
municipal and industrial use and a 10% agriculiursl use, well, 
that local agency, if it so desires, then has a tremendous 
capacity to subsidize the local agricultural use which capacity 
will not exist for example, over in the San Joaquin Valley where 
you have no such concentration of urban population or where you 
have no urban use, but your basic water use and your majority use 
and predominant use would be agricultural. 

In other words, it is one of those horse and rabbit situa- 
tions. You have a big horse taking care of a little rabbit, and 
well in a situation where we have a pretty small animal trying to 
take care of an elephant. In other words, we have got a rather 
sezr.t urban population and a rather scant urban use in terms of 
the area and in terns of the water used. If you delegate this 
locally, you are going to create quite a problem and you are going 


to place the ovtlyirg farming areas at a definite competitive 
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disadvantage so far as the price of water is concerned with those 
close in, Do you see my point? 

MR, CROWLE: We understand your point of view, Senator. 

SENATOR COBEY: And for the same reason I am a little in- 
trigued by your answer to number 12 where you state that if such 
subsidy were granted at the state level, "We feel it should be 
the same throughout the entire state." 

Well, your price of agricultural water is not the same 
throughout the state by any means. There is a great variety in 
it as you are undoubtedly well aware of. Now, in your price for 
state water, shouldn't it follow the competitive price structure 
that now exists between various areas with respect to price of 
agricultural water, for example, and also with respect to the 
relationship between the price of agricultural water and the price 
of municipal and industrial water? Should that existing structure 
be broken up? 

MR, CROWLE: Well, I don't know, Senator, I think those are 
matters we are all going to have to continue to study here and 
the answers to those questions are really quite complex, I 
believe. 

SENATOR COBEY: Now, with respect to your answer to question 
number 18, I see that you suggest the recreational development 
continue to be non-reimbursable. May I suggest that you re- 
examine your position there because as this Committee has heard 
from me I can't see where the farmer should pay for substantially 
the full cost of development of his water and then a motel owner 
or a resort developer be allowed to go free, and I suggest such 
things as this Bureau of Reclamation Conservancy District or the 
state leasing lands about a state water development. Those could 
be methods by which that could be recaptured. Why should one 
business use get a free ride and the other business use be re- 


quired to pay the full price? 
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CHAIRMAN TEALE: I might comment the members of the Committee 
are a little divided on that subject. 

SENATOR COBEY: Yes, that is correct, Mr. Chairman. 

CHAIRMAN TEALE: We haven't decided that among ourselves. 

SENATOR COBEY: I was merely expressing a personal view. 

MR, CROWLE: I think it is quite important that you recog- 
nize our answer in 18, the last part there where we state the 
revenues from admissions and concessions and so on should be used 
to the greatest practicable extent. 

SENATOR COBEY: I want to go beyond that. 

MR, CROWLE: It does not mean we are advocating anybody to 
get a free ride, 

SENATOR COBEY: Yes, I realize that, but there is a limit to 
what you can charge the actual users. If they are going to be 
available they also have the recreational facilities, essentially 
public recreational facilities, and you can't run the use charge 
up so high the poor man is deprived of its use. So I am suggest- 
ing as an alternative that we actually either recover this by 
rental payments by the state owning the facilities and leasing 
them out or that we recover them through conservancy taxes or 
recreational district taxes, if you want to do it that way, but 
that we actually make an effort to recover, and that there be no 
free rider in the state development program, none whatsoever. 

SENATOR CHRISTENSEN: It seems t> me, Senator Cobey, that the 
answer given by Mr. Crowle, he says the cost of such features as 
recreational development of statewide interest should not be made 
reimbursable by the project water users, however. It seems to me 
his position is more or less the same as yours. 

SENATOR COBEY: No, I wanted by the question -- yes, I see 
what you are talking about there. That is correct. 

SENATOR CHRISTENSEN: He is talking about reimbursement in 


conjunction with a particular -- 





SENATOR COBEY: I want the reimbursement by the benefici- 
aries, the recreational beneficiaries. Senator Christensen is 
right. To that extent we agree. It is just a question of who is 
going to make the reimbursement. I would like to see the reim- 
bursement -- it seems to me it should be made by the recreation 
beneficiaries. 

MR, CROWLE: I think it would be a valid comment to make at 
this time, too, Senator, that perhaps everyone should recognize 
that on this question of recreational development, it is my 
understanding that the cost of this feature will actually be an 
extremely small part percentage wise of the over-all project cost, 
and as far as what we are talking about at this time in total 
project cost, it would probably be within the error of estimating 
the total project cost. 

SENATOR COBEY: Within the tolerance you mean? 

MR, CROWLE: Yes. 

SENATOR COBEY: Yes, that may very well be, but I think the 
first reservoirs that were constructed under this plan, aren't 
they the Upper Feather River ones and as I recall three of them 
are completely recreational and two of them are partially 
recreational and partially irrigation, is that correct? I may be 
wrong in that, but I think that is correct, so the problem is 
rather much upon us, 


CHAIRMAN TEALE: Senator Christensen. 


SENATOR CHRISTENSEN: In the absence of Senator Regan and the 


Senator from Stanislaus County, it should be pointed out too in 
this connection that the areas where the dams will occur frankly 
are not seeking the creation of those particular dams and that 
the disruption, if any, will occur by reason of a state project 
being built for the benefit of water users elsewhere, and that 
so far as any recreational benefits that will flow from the 


creation of that, why that as Mr. Crowle has pointed out, that is 





something that couldn't be avoided, 

SENATOR COBEY: Well, I am perfectly willing to go along with 
the net benefit theory, Senator Christensen. I still think on a 
net benefit theory you will find you have quite an excess of 
benefits over burden and I again point out that one of the 
largest reservoirs in the state will be in my own district, the 
San Luis Reservoir, and I am urging the application of the same 
policies to it. 

CHAIRMAN TEALE: Any further questions? I would like to ask 
you, Mr. Crowle or Mr. Currlin, either one, in number 16 you in- 
dicate that you feel that the policies regarding the contracts 
should be set by the Legislature. Do you have any estimate as to 
when that should occur? Do you think it should be immediately, 
one year, two years or five years? 

MR, CURRLIN: We hope it would be done at the next Regular 
Session of the Legislature. I don't want to bring up a problem 
here of a Special Session to answer this question. You might 
open it up to all sorts of things, but as soon as possible. In 
brief, it is our feeling that with all due respect to our admin- 
istrative officer, and which Mr. Crowle and I are in that 
category, it is fundamentally a better idea to have the 
Legislature, the legislative officers, the political organization, 
whether it be at a local level or a state level, set down the 
broad general principles and it then becomes -- maybe we are 


looking at it selfishly -- it becomes easier for the administra- 


tor to know in which direction to travel. He doesn't have to 


make these decisions by himself which may be just contrary to 
what all of the legislators might think, and get off on a good 
foot and then you can carry on better. As new problems come up, 
of course, you would have to ask for new decisions from the 
Legislature. 


We also point out that in order not to delay the program any 
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that short term interim contracts could be intered into until -- 


CHAIRMAN TEALE: What do you mean by "short term"? 





MR, CURRLIN: I would say not to exceed five years. 











CHAIRMAN TEALE: Not to exceed five. 
SENATOR COBEY: Just returning to this recreation and your 
statement on it, I notice that one of them is that such costs 


should be paid for from the appropriate state fund such as Beaches 





and Parks, Fish and Game, and so forth, in accordance with 


existing policies, I have no objection to that, I might say, so 





























long as they are not out of the General Fund. As I see it, the 
basic concept of this state water development program is that it 
shall not be a General Fund obligation, but instead it shall be 
paid for by the beneficiaries of the program. 
Now, in regard to the last line of questioning from the Chair, 
as a matter of fact, the Legislature will not have to formulate 
these policies that we are talking about until we start letting 
some major contracts, until we start entering into some major 
contracts with these water agencies, these local water agencies. 

MR, CURRLIN: As I understand 1106 now, they can be entered 
into. 

SENATOR COBEY: I think that is true. I don't think there is 
any restriction on that. I think you are correct in that, Mr. 
Currlin, but I am just wondering whether there is any occasion to 
contract until you have the facility so to speak to deliver the 
water. Now, it may be that some of the Southern California 
agencies will want to contract ahead so to speak, but I am just 
wondering whether even taking that into account, we aren't quite 
a few years, say five to ten years away from where we are actually 
going to negotiate these contracts? 

MR. CURRLIN: I hope we are not that far away on the South 
Bay Aqueduct. 

SENATOR COBEY: On your construction timetable, when do you 
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expect to get the water? 


MR, CURRLIN: We hope in about four years: Whether it can 





be done that fast or not, would be up to the Department, Certain- 
ly in the meantime we feel we should be negotiating on these 
things and it is during the period of time of negotiation that we 
feel that the Department should have some of these guide lines to 
follow if possible, 
SENATOR COBEY: Yes. Well, I don't diagree with you on that, 





but I am concerned over the fact that the federal government has 
had over 50 years in this field and they haven't answered a good 
many of the questions we are trying to answer today and I don't 
think that we should try to speed to an answer because in this 
particular case it is much more important to be right than to be 
fast. 

MR, CURRLIN: I would agree with you one hundred percent. 

SENATOR COBEY: So that is why I personally don't believe it 
is possible to come up with the answers to all of these questions 
before the bond election a year from November, for example. 

MR, CURRLIN: Oh, I don't think all of these problems could 
be answered before the bond election, 

SENATOR COBEY: You didn't so indicate, I know, in your 
testimony. 

MR, CURRLIN: No, these are tough problems, tough questions 
to answer. Our answer to this question was based on a theory of 
government whereby we just feel it is sounder to have things 
answered as soon as possible. I think it makes it better from 
both the legislative and the administrative viewpoint even if it 
can be worked out on that level. 

CHAIRMAN TEALE: I would like to express a personal opinion 
of my own for the record that I don't think there is any particu- 
lar rush on setting down the final conditions under which con- 


tracts can be entered into from the standpoint of legislative 
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determination, but at the same time I think that there should be 
some indication to the Water Department that they shouldn't go 
around promiscuously entering into contracts before the 
Legislature has had a chance to set up some guide posts for them 
to follow. 
SENATOR COBEY: Amen, 
CHAIRMAN TEALE: Any further questions? 


MR, CURRLIN: I would like to make one further comment on 





























this. I don't think our answer to this should indicate any dis- 
satisfaction with the present Director of the Department of Water 
Resources, We are right with him one hundred percent, but he 
might be -- 
CHAIRMAN TEALE: I hope that doesn't reflect any dissatis- 
faction with him either. 





MR, CURRLIN: He might be killed in an accident and we would 
have a diffent person in there and have a different type of con- 
tract written with each administration and that is what we are 
trying to avoid, 

CHAIRMAN TEALE: Thank you, gentlemen, very much for coming 
and giving us your opinions. The next witness we have is Mr. 
William Seeger, General Manager of the Merin County Municipal 
Water District. Mr. Seeger. 

MR, SEEGER: I have probably taken a little different 
approach in my statement than the prior people that have testi- 
fied, but in reviewing the questions I felt that the only 
questions to be answered are ones with which I or my colleagues 
were familiar so that the statement has been prepared in this 
particular manner. 

I wish to express my appreciation to the Committee for being 
given the opportunity to contribute to the discussion relative to 
the possible type of contracts to be formulated in connection 


with the sale and delivery of water from the California water 
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development system with partiéular emphasis to the North Bay 









Aqueduct portion of the California Water Plan. Generally speak- 
ing, agencies interested in contracting for water from the North 
Bay Aqueduct can be divided into two catagories, the first being 


those agencies that are located beyond the terminus of the North 










Bay Aqueduct. The area I am most familiar with is that area 
located beyond the terminus of the North Bay Aqueduct. 
The major agencies in my area that will probably be potential 
consumers of the North Bay Aqueduct are the Marin Municipal Water 


District, the North Marin County Water District and the Sonoma 

























County Flood Control and Water Conservation District. In view 
of the fact that the service areas of each of these agencies lies 
beyond the proposed Novato Reservoir -- the terminal point of the 
North Bay Aqueduct -- it will be necessary for each of the agen- 
cies to construct extensive transmission and distribution systems 
from the vroposed Novato Reservoir to their service areas. 
Therefore, in considering cost of water to these agencies we 
must consider the direct cost to the agency of constructing these 
transmission and distribution systems plus the cost of treatment 
in addition to the basic cost of water from the North Bay 
Aqueduct system. This situation can be corrected by the exten- 
sion of the North Bay Aqueduct northerly and southerly of the 
proposed Novato Reservoir to the boundaries of the local agencies. 
As to the clczs of water that these potential customers may 
require I believe that it is safe to say that both the Marin 
Municipal Water District and the North Marin County Water 
District would be interested primarily in municipai and industrial 
water while the southerly portion of Sonoma County is a potential 
customer for agriculiturel water only. Of course, one of the 
most important elements in connection with the purchasing of 
water from the proposed North Bay Aqueduct is naturally the cost 


or the water delivered to the Novato Reservoir and I believe that 
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before any firm commitments can be made by any of the North Bay 
agencies relatively accurate cost information must be made avail- 
able. 
The pricing program in connection with the delivery of water 
from any state financed project should incorporate good business 
principles. The pricing program should be established on the 


basis of the actual development and transmission costs and not 









necessarily on the ebility of a user to pay. Due ta the vastness 
of the state program. undoubtedly, the most logical way to finance 
the Scate Water Plan is through an adequete state bond issue but 


with the understanding that the cost advanced by the state for 






the various projects shouid be reimbursed to the state with 






interest by those receiving water service. 





For repayment purposes the cost of 4 project should be al- 






















located uniformly among all functions, that is, agricultural, 
industrial and municipal. Relative to the question as to whether 
preferential rates shoulc be given to agriculture on the basis 

of their ability to pay, I believe that if preferential rates ar 
required it should not be at the expense of local, municipal and 
industrial users, if tne Legislatuie feels that agriculture can- 
not afford to operate uncer the uniform rate schedule then money 
should be appropriated from the general California tax revenues or 
other state sources to make up the difference between the uniform 
rate and the rate that it is determined agricuiture uses can 
operate under, 

It is quite pozsible that during the early stages of opera- 
tion of the North Bay Aqueduct local use will be below average 
which will prcvide minimum revenues to the participating agencies 
under such conditiors the total cost burden could be so heavy that 
local agencies coul.u not economicaily absorb the charges com- 
pletely and it would be necessary for the state to subsidize all 


uses for a period of time until sufficient revenue developed to 
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meet the charges. This relief to local agencies can be accom- 





plished by either offsetting repayment of principal on bonds for 
a specified period of years or a direct interim state subsidy. 
Referring now to the ability of potential users to pay for 
service I believe it is a safe statement to make that the agencies 
hereinbefore referred to will have adequate revenues available 
to pay for service, that is to say if the finally delivered cost 


of water from the project comes within the range of basic water 





























cost under which the several agencies are now operating. Financ- 
ing of water supply development and distribution facilities is 
usnally accomplished by the floating of bond issues by the var- 
ious agencies with the repayment both of principal and interest 
and these bond issues being done out of revenue. 
Concerning the policy to be adopted to finance recreation 


I believe it is generally conceded that the financing 





provisions, 
of functions that are not of a local nature entirely should be 
financed by means of a direct state subsidy insofar as these 
functions do not benefit only the local people but are created 
for the benefit of the people of the state as a whole, therefore, 
local agencies should not be burdened with a cost of functions 
that provide statewide benefit. 

The problem of what formula should be used in the cost al- 
location between agencies to be supplied from the North Bay 
Aqueduct can be compared basically to water main extension agree- 
ments entered into by many local water agencies throughout the 
state. In brief the construction and financing of the North Bay 
Aqueduct is not unlike the financing of water transmission and 
distribution systems for new subdivisions within local agencies-- 
the principle can be utilized even though the North Bay Aqueduct 
naturally is on a much larger scale. 

A well accepted philosophy among various water companies 


relative to providing water to newly developed subdivisions is to 
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require the subdivider to pay the full and complete cost of bring- 
ing necessary lines into his area from the nearest point of supply. 
The size of facility for which he must pay is based on the needs 
of his area but if a larger facility is needed in order to meet 
the needs of other adjacent areas the second user is required to 
pey the cost of enlarging the line or to share the cost of a 
larger line payment based on the percentage of his demand to the 
total demand. 
Considering how or on what basis the repayment of projects 
developed under the State Water Plan can be accomplished, it 
appears logical that it be approached as a funstion of the rate 
structure to be developed in connection with the sale of water 
from these projects. In prior hearings on the North Bay Aqueduct 
there has been presented for consideration twce basic philosophies 
relative to the development of rate schedules to accomplish re- 
imbursement to the state. These have been what are commcnly 

known as the "Railroad Ticket" and the "Postage Stamp" payment 
plans. These, of course, are two entirely opposing views. The 
first would establish a varying rate schedule depending upon the 
distance of the agency from the source while the second would be 

a uniform payment by all agencies regardless of location. 

I believe that all interested parties are concerned with 
arriving at an equitable method of payment and I also am of the 
opinion that the only equitable payment program is one in which 
each agency would pay in accordance with the cost of the project 
required to bring water into their area. 

An equitable rate schedule should reflect payment for two 
basic costs. The first item of cost being the payment of interest 
and redemption on the outstanding state bonds that were sold to 
finance the construction of a specific project -- this cost can 
be determined after construction is complete. The second 


element of cost should provide payment for operating, maintenance, 
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repair and other related items. The first item -- bond interest 


and bond redemption -- must be met regardless of whether any 










water is sold from the facility or not. The second cost item -- 
operation -- is dependent to a certain extent upon the volume of 
water sold from the facility and reflects the "Using Cost" of the 
project. 


Now referring to the basic objective of this hearing to 







attempt to come up with and equitable pricing program, I would 


like to submit the following program as my thoughts in regard to 

























the development of a fair and equitable pricing program. In the 


first place, I believe that it will be necessavy for the project 





to be completely designed to a size and capacity that will provide 
water to all contracting agencies interested in being served from 


the particular facility. After design it could come the problem 





of allocating or dividing up the total estimated construction cost 
of the project among the users of the project. 

One possible way of accomplishing this would be to divide the 
total cost percentagewise in accordance with the quantity re- 
quested by each of the agencies. Now, of course, it is realized 
that all agencies will probably not need the water at the same 
time and consequently construction from the point of origin to the 
terminus would undoubtedly be scheduled on a stage or zone con- 
struction program, In order to explain my proposed method of 
pricing it will be necessary to enter into certain assumptions. 

Let us assume that the project will be constructed in four 
stages, that is stage 1, 2, 3, and 4. Again for simplicity let 
us assume that we are only attempting to determine what cost a 
local Marin County agency should be required to pay. Then let us 
assume that on Section 1 the local Marin County agency is liable 
for 10% of the cost on Section 2 -- 30% on Section 3 -- 70% and 
on Section 4 -- 100%. 


Now when Section 1 is constructed agencies receiving water 

























immediately from Section 1 would begin their payments for bond 
interest and bond redemption calculated to repay 90% of the cost. 
This would leave the remaining 10% unpaid but chargeable to the 
Marin County agency. This reamining 10% cost, I believe, should 
be subsidized by the state on a temporary loan basis until such 
time as the Marin agency actually starts taking water -- true -- 
under my assumption this would mean that the state would be sub- 
sidizing a portion of the construction cost for a local agency 
during the time when they are not using water, but the *inancing 
program could be so arranged that this money would be repaid to 
the state with interest under the pricing program established 
for the Marin agency. 
An alternate to this program would be to require for the 


Marin agency to pay a certain "fixed sum" per year to the state 





















from the time that the initial unit is put into operation. This 
would be in the form of a standby charge which is very similar 
to the type of financing programs entered into by power companies, 
It could be considered as a ready-to-serve standby charge. 

There are, of course, many various ways of working out the 
above pricing program and it might in the long run -- depending 
upon the financial condition of the agency, be advisable to pay 
either all or a percentage of their liability through the period 
of non-use and in that way reduce the interest charges that might 
accrue if the state were to go on a full temporary subsidy basis. 
The above program would be program for reimbursing the state for 
financing the construction of the system. 

The second phase of the pricing structure would be set up to 
pay the cost of operating and maintaining the system. In additior 
to the above charges would, of course, have to be added the going 
rate for the purchase of water at the point of origin or diver- 
sion, 


The above program of course visualizes that a firm contract 








and agreement would be made by the participating agencies at the 







onset and development of the North Bay Aquedust project. As I 






visualize the program, the base contract would require delivery 


of water to their area, 






At this point = would like to vefer to ean idea I suggested 






at prior legislative hearings and that is that probably the most 






satisfactory methoc of working out such a prcgram would be through 







one central agency which I believe could be a "Metropolitan North 






Bay Water District" organization. Under sucii a program one over- 






seeing agency would handle all of the negotiations and there would 






be one group cdministering the program «nd ov: group dealing 


with the state on the purchase of wate> rather than having to deal 







with the man: separate agencies that will be involved in taking 


water from the North Bay Aqueduct. 






In closing I would like to express one isore thought relative 





















to the over-all problem concerning the ultimate success of the 
California Water Pian when it is submitted to the voters in 196C. 
I believe that it is imperative to the success of the proposed 
bond issue that satisfactory financing and pricing programs be 
developed and explained to the voters showing that even though 
local projects as well as the major projects of the California 
Water Plan might be initially financed through a state bond issue 
that the repeyment programs will provide for the repayment to the 
state not only the project costs but aiso the interest charges 

as weli. 

It should be well established that the repayment programs 
will provide for vroject cost to be paid by the people receiving 
the benefit and there is no intention of spreading the cost of 
local project in a manner that all taxpayers in California wouid 
be calied upon to support projects that benefited iocal agencies. 


If this principle is well impressed and explained to the voters 





I feel quite sure that success will be achieved at the polls when 











the state bond issue is submitted to the people of California. 
In going over the questions there are several questions that 
have not been touched on and I might briefly go over those if you 
would care to at this time. 
CHAIRMAN TEALE: I think if you have anything to offer on 


them we would like to hear from you. 





MR, SEEGER: I think actually most of them have been pretty 






well covered, There is only one point that I might make and that 
































is the matter of this recreational cost. I think our district 
has had considerable experience in the matter of recreation and I 
personally from the experience question the ability of the indi- 
vidual user of recreational facilities to be able to pay the full 


and complete cost. 





I believe that some way must be developed to subsidize. We 
have had that experience in Marin County. I attempted this last 
season to have the cost of our recreational facilities paid com- 
pletely by the people that use them. I had the unfortunate ex- 
perience of having to raise our fees double and by raising the 
fees double I figured if I had the same number of people using it 
I could come clear, but I got 30 to 40% reduction in people using 
it so this year I am in the hole again. It is a matter of de- 
creasing returns and that is just the experience of a small 
local agency. 

But I think these people possibly reflect the attitude of the 
general public. 

SENATOR CHRISTENSEN: Mr. Seeger, with reference to the 
last paragraph of the statement in which you express those 
thoughts relative to the ultimate success of the California Water 
Plan to be submitted in 1960, I take it from that that you are 
somewhat concerned over whether or not the bond bill will pass? 
MR, SEEGER: Yes, I am, 
SENATOR CHRISTENSEN: And included in the things that you 
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think should be made clear to the voters are things that are not 
yet clear in the bill? 

MR, SEEGER: That is correct. I say that from having quite a 
few years of experience in bond issues and putting over bond 
issues, and while maybe on a small basis the size isn't particu- 


larly the important thing. The principle still holds, 





SENATOR CHRISTENSEN: And that which is before the Committee 





now, we are considering matters to be contained in various con- 
tracts which would be executed pursuant to the provisions of the 
bill by the Department, md I take it that you are recommending 
that this Committee or the Legislature come up with some positive 
policy to show that the Legislature provided the repayment pro- 
grams and will provide for the repayment to the state of all of 
the project cost and interest prior to the date of the election? 
MR, SEEGER: That is my recommendation if you are looking 
forward to a successful bond issue. 


SENATOR CHRISTENSEN: And in the absence of such action by 





the Legislature you would feel then the bill would be deficient 
in not providing for those positive provisions for repayment? 

MR, SEEGER: Speaking as an individual water works operator, 
yes. 

SENATOR CHRISTENSEN: Thank you. 

SENATOR COBEY: Mr, Seeger, you are aware of the fact that 
the bill in its present form does provide for complete repayment 
by incorporation of the Central Valley Act that has such a pro- 
vision? 

MR, SEEGER: Yes, Senator, I am aware of that. My main point 
is that it is possibly a matter of publicity and good salesman- 
Ship to be sure to get that to the people in language that they 
can understand. We, of course, can understand it, but the people 
in the field are the ones that have to understand it. 

SENATOR COBEY: Now, you didn't touch on the matter of excess 
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power revenues if we have any on an interim basis, or I don't 
think we will have any on a permanent basis. What do you think 
ought to be done with those excess power revenues? 

MR, SEEGER: Well, Senator, I did not answer the question 
because I did not feel I had sufficient time to give an intel- 
ligent answer to it and I would rather not. 

SENATOR COBEY: The reason I was trying to get an answer out 
of you, I failed to cover that point with Mr, Crowle. As I re- 
call I think his suggestion was that we use the excess power 
revenues to reduce the cost of water uniformly, in other words, in 
terms of a subsidy to all users. I was just wondering what need 
there was to justify municipal and industrial -- I mean to subsi- 
dize municipal and industrial water. It is not generally done, 
is it? 

MR, SEEGER: No, it isn't, and an off-the-cuff opinion on 
that is that if there were excess costs in view of my prior state- 
ment relative to recreation, I think it would be desirable to 
attempt to subsidize the recreation in conformity with the pro- 
posed California statewide recreational program. 

SENATOR COBEY: But on recreation what you have been trying 
to do is to recover those costs through a direct charge upon the 
users, the recreational users. What about -- you were in the 
room and heard my suggestions about a conservancy district to 
obtain through local property taxation of those who have been 


benefited by the creation of this lake or by obtaining through 


rental payments under state leases of the lands that abutt the 


lake a portion of this cost. Have you ever tried any of that? 
MR, SEEGER: No, as far as a general conservancy district 
and everything, the people who are benefited by the lake pay. 
May only comment to that is there might be some question as to 
just how much benefit is derived. Possibly a manner of leasing 


the areas out to those who are definitely using them is one thing, 
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but there is a question that you have raw land before and then a 
lake goes in and you have a question as to whether this property 
has been benefited. 

I would like to cite that we have gone through a condemna- 
tion case in Marin County and it was the instruction of the judge 
to the jury that it was not to allow benefit because of the fact 
the lake was going to be there. 

SENATOR COBEY: What was the basis for the judge's instruc- 
tions, do you know? 

MR, SEEGER: In the opinion of our attorney he had no basis 
and we are appealing the case on that. 

SENATOR COBEY: I would appeal it, too. Now, there is one 
thing, you say here on page 3 if the Legislature feels that agri- 
culture cannot to operate under the uniform rate schedule then 
money should be appropriated from the general California tax 
revenues or other state sources to make up the difference between 
the uniform rate and the rate that it is determined agriculture 
uses can operate under, Now, of course, that violates as I see 
it our basic principie that we are not going to make the water 
development a General Fund obligation becaise then we would be 
going out and tapping the General Fund. 

SENATOR REGAN: Wait a minute. Whose obligation is that or 
policy? 

SENATOR COBEY: I am referring to my personal views. 

SENATOR REGAN: Let's get the record straight on that. 

SENATOR COBEY: Yes. And as a matter of fact, though, it 
is in the Burns-Porter Act because it calls for full reimbursa- 
bility from the beneficiaries of the program. 

SENATOR REGAN: It has an alternative procedure that some 
people don't quite understand. 


SENATOR COBEY: I would like to be acquainted with this 


alternative procedure. You mean the general obligation bonds? 
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SENATOR REGAN: Well, the fact there is an instruction that 
the tax collector must collect a sufficient amount of taxes each 


year -- 








SENATOR COBEY: That is right. He will collect them from 
that source unless we have to fall back on the General Obligation 
Fund. Now, my question is that would be a deviation from that 


principle, would it not? 






MR, SEEGER: Well, it would. I might explain my philosophy 















regarding this matter of payment for agricultural water. I 
believe that the problem of agricultural water is a problem of 


the over-all state economy. I think this is a far reaching 





problem of the state and I think it goes in a lot deeper than we 
sometimes want to give cause to believe, and that is why I nave 
said that if the Legislature feels and the Legislature is re- 


sponsible to the state of California and also responsible for the 





state's economy, 






















I think that is possibiy the best place to lay 
it, is at the hands of the legislators because they have the 
over-all state interest in mind. And I think that they have to 
operate to the benefit of all the state and all of the people in 
the state for the general economy. 

SENATOR ‘COBEY: Well, I was wondering about the possibility 
that if an agricultural subsidy is necessary to any portions of 
the state's agriculture, that, should that be met by the other 
water users of the state system as a whole? Have you considered 
that possibility? 

MR, SEEGER: Well, yes, but I, of course, you say the 
"other users". The only deviation I have with you that everyone 
in the state is not going to be using water from the state plan. 

SENATOR COBEY: That is correct. 

MR, SEEGER: And by basing my philosophy on the assumption 
that the economy of the state is the responsibility of all the 


people of California, therefore I believe it is more equitable to 
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be spread among all of the people rather than just the water users. 
SENATOR COBEY: Wouldn't we be getting down to a practical 
question, though, if the subsidy is small enough the actual spread 
over all of the other water users might be a very insignificant 
purden, might it not? 
MR, SEEGER: That is true and if you expand it to all of the 


people of California, you get a much smaller cost, 





SENATOR COBEY: I agree with you. There can be no argument 





with your logic there, Mr. Seeger, and my only objection to it is 
the fact that you are going out to the general taxpayer again and 
the people that are not beneficiaries to the project, and I don't 
like to get beyond that group, but that is merely a matter of 
choice, 

Now, I do notice that in your discussion you are referring 
to repayment of a specific project. You have no objection to the 
pool concept, do you. of the Delta being treated as a pool, as a 
statewide reservoir, und that we set a price at the Delta that 
will be the cost of putting the water into the Delta regardless of 
source? 

In otner words, it is a pool average cost? 

MR, SEEGER: No, I think that basic philosophy seems all 
right. 

SENATOR COBEY: And what about the idea in line with that, 
that as it costs more to put these additions of water for more 
distant areas such as the North Coast into that pool, that the 
pool price so to speak should go up? 

MR. SEEGER: Yes, your pool price will have to fluctuate in 
accordance with the total capital cost that is put into the 
project as a qhole, I believe. 

SENATOR COBEY: And, of course, contrary-wise as one of the 
witnesses said yesterday, as these bonds are paid off and your 
debt service charges go down, why the cost may drop. 


oo 
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MR, SEEGER: I believe that is technically correct, but I 
believe it is fanciful hope because when those are paid off some- 


thing else always comes up. That is my experience from operating 









a water system for ainy years and going through various bond 
issues, 
SENATOR COBEY: I agree with you the probability of increase 


I have 







Now, 





is much greater than the probability of a decrease. 


Thank you. 





no further quescions. 








SENATOR REGAN: Any further questions? Senator Dolwig. 


























SENATOR DOLWIG: Mr, Seeger, referring to your presentation 
here on page 9, you made a statement here in which you say start- 
ing at the bottom of page 8, "I believe that it is imperative to 
the success of the proposed bond issue that satisfactory financ- 
ing and pricing programs de developed," and when you say that, 
are you taking the pcsition that there has been inadequate 
engineering and financial feasibility studies on the over-all 
project? 

MR. SEEGER: No, sir, Senator, I am expressing an opinion of 
what I believe has to be accomplished. If this financing and 
pricing program is a matter of fact now, why fine. If it isn't, 
then it better be before it goes to the voters. 

SENATOR DOLWIG: Well, are you taking the position that it 
is inadequate at this point? 

MR, SEEGER: No, I am not. I haven't gone into it that 
deeply. 

SENATOR DOLWIG: I see. But that could be possible? 

MR, SEEGER: Anything is possible. 

SENATOR DOLWIG: Now, the other thing I am interested in -- 

SENATOR COBEY: You have been cross examined before. 

MR, SEEGER: I just came off a month of trial. 

SENATOR DOLWIG: You have mentioned here at the end of this 


sentence, "major projects of the California Water Plan might be 
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initially financed through a state bond issue that the repayment 
programs will provide for the repayment to the state not only 
the project cost but also the interest charges as well." Are you 
familiar with the construction costs that have been outlined by 
the Department of Water Resources indicating that it will require 
about $1,790,000,000 worth of bonds? 

MR, SEEGER: Yes, I am, but the point I was attempting to 




























make on this statement was this free interest money. That was 
the point I feel that there should not be any free interest money 
in connection with the State Water Plan. 
SENATOR COBEY: I agree. 
MR, SEEGER: Because after all, someone has to pay that 
interest. There is interest we all know as a practical thing 
and I think that the rec:pients of the water should pay the 
financing charges. 

SENATOR DOLWIG: Dic you have another matter in mind relative 
to the question of whether there is adequate bonding money pro- 
vided so that interest during construction insofar as the 
projects are concerned could be taken care of? 

MR, SEEGER: No, I rad nothing in mind there,no. 

SENATOR DOLWIG: You didn't go into that -- your reference 
here is only to interest free money? 

MR. SEEGER: That is correct, yes. 

SENATOR REGAN: Any further questions? Thank you, Mr. 
Seeger. 

SENATOR COBEY: Mr. Chairman, for the record I would like to 
correct a statement that I made yesterday. 

SENATOR REGAN: All right. 

SENATOR COBEY: I referred to the fact that the areas that 
take water under the amended exchange contract are entitled to 


665,000 as I recall. I rechecked the contract and that is for 





the critical years. The non-critioal years, which will be the 








case about 90% of the time, on the basis of past experience, show 











that that are is entitled to 855,000 acre feet of record. 





SENATOR REGAN: The record will stand corrected. 
SENATOR COBEY: Thank you. 
SENATOR REGAN: The hour of 2:30 having arrived, we will 

hear from J. H. Turner, General Manager of the San Francisco Water 


Department. Mr. Turner, 











Mr. Chairman and Senators the San Francisco 





MR, TURNER: 
Water System is divided into two utilities for administrative 
purposes. We have the Hetch-Hetchy Project which is managed and 
operated by Mr. Harry E. Lloyd, Manager and Chief Engineer, who 
The statement is made jointly by Mr. 





is alongside of me here. 





















Lloyd and myself. I will read the statement. 

The following comments and answers to questions are sub- 
mitted pursuant to your Committee's notice of meetings and letter 
of September 21, 1959. 
The City and County of San Francisco, through its Public 
Utilities Commission, now supplies primary and supplemental water 
for domestic and urban use to those who request it within the 
service area shown on the map attached to the appended statement 
of "The Policy of the City and County of San Francisco Relative 
to the California Water Plan." Such service area includes the 
City and County of San Francisco, a major portion of San Mateo 
County, the northerly portion of Santa Clara County, and a por- 
tion of the southerly part of Alameda County. 

Also appended is a table showing the present and estimated 
ultimate supplemental water requirements for the service area 
shown on the map attached to the appended policy statement. San 
Francisco is prepared to continue to supply those within the 
delineated service area with all needed supplemental water for 
domestic and urban use to conditions of ultimate development. 


The copy of drawing number X-1682D attached, shows the curves 










for the estimated demand for such water each year within the 


service area from the present time to ultimate development of 












the area, which is assumed to occur at about the year 2100. The 
drawing also shows the major construction steps to be taken in 
order to develop the required delivery capacity from the existing 
to ultimate needs. 
Senate Bill No. 1106 does not prescribe the principles of 
contracts for, or the method of pricing of, vendable project 


services of the state water resources development system to be 


























financed under the provisions of that bill. While those advocat- 
ing the development of the State Water Plan express the policy 
that such services will be sold at rates sufficient to pay all 
operating and maintenance costs and the reimbursement of capital 
expenditures allocable to the various features of the project, 
there is currently no proof in the actions of the Department of 
Water Resources that such a policy will obtain. 

Numerous features of the state water system are now under 
construction, bids have been received for additional work and 
land and rights of way are being acquired for the project. How- 
ever, no contracts have been written or entered into for the sale 
of water or other project benefits and no formula for fixing the 
rates for such services has been published. This matter is dis- 
cussed later in answer to question number 16, and further comment 
is deferred until that question is reached. 

The following answers pertain to specific questions contained 
in the September 21 letter: 

1. San Francisco does not now plan to contract for any 
services from the state water facilities. However, the following 
answers to your Committee's questions are presented because San 
Francisco has a vital interest in the state water program. 


2. Yes, we favor a preference to public agencies provided 














that all purchasers of power pay its market value to the end that 
the state water project will be operated on a self-sustaining 
basis so that the general state taxpayer will not be called upon 
to support the power and water features of the project. 
3. 


tion of the San Francisco Water Department. 


The cost of power is only a minor feature in the opera- 









4, The Hetch Hetchy Project produces power as a by-product 






























in the development and operation of its water supply system. This 
power is marketed under the requirements of the "Raker Act", which 
prohibits the sale of power for resale to other than a public 
agency. 

5. No, there should not be price differentials set for water 
delivery from a state system in relation to its end use. 

6. To my knowledge no agencies in the area differentiate in 
charges for water to users on the basis of end use. 

7. There are too many variables and unknowns involved in 
this question -- hence no useful answer can be given. 

8. San Francisco uses only a consumer service charge in its 
rate structure since 1930 when the properties of the Spring Valley 
Water Company were acquired. 

9. I have no knowledge of others, but San Francisco has 
financed about $185,000,000, or 70% of its capital costs through 
the sale of general obligation bonds. 

10. The San Francisco Water Department sells no agricultural © 
water, 

11. No opinion on this subject is expressed. 

12. Under usual utility rate fixing methods the zone pricing 
system is the most practical procedure to be followed, particular- 
ly in view of the magnitude of the state project and the multi- 
tude of conditions affecting the cost of water which exists in 
several possible zones. 


13. One price structure should be fixed in each zone for all 
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contracting agencies taking water from the state facilities. 
Any price differentials, if desired, should be a matter for the 
local contracting agencies to provide in their rates to ultimate 


consumers. 







14. The matter of the formation of muiti-agencies to market 


project water is desirable but should be left to the determina- 









tion by existing organizations on the local level. The remainder 
of the question is a legal matter. 
Le 


public agencies only. 





There should be no restrictions requiring sales to 


Some protection against losses or to in- 





sure repayment can be had through the media of long term contracts. 

























16. The Department of Water Resources should either refrain 
from writing contracts for water and power until the legislature 
has had an opportunity to establish principles for such contracts, 
or announce the policies of the Department in this connection. 

The cardinal principle that the operating and capital costs should 
be borne by users should be expressly set forth by the Department 
or by legislation. This principle is currently expressed in 
numerous policy statements of those advocating the State Water 
Plan; however, there is, as yet, no indication that it will be 
followed in practice, If parts of the project are completed before, 
there are customers under contract at firm prices for the water, | 
the state will have lost its bargaining position and may have to 
sell water at a sacrifice, that is, below cost, to obtain any 
customers at all. To protect the state's investment it is man- 
datory that firm contracts for water sales be entered into before 
extensive aqueduct construction proceeds, or that the legislature 
require that contract prices be such that the users of the water 
pay their allocable share of project costs. 

17. Ratification of contracts by the legislature should 
not be required before they become effective. Such a procedure 


is unwieldly, and the establishment of desirable contract features 
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in advance should be sufficient. 


































18. There can be little objection to a reasonable statewide 
financial aid in providing recreational facilities and in the 
propagation of fish and wild life either as an adjunct to the 
state water facilities or otherwise. 


19. A partial answer to this question is contained in the 





statement of policy attached. Particular attention is called to 
paragraph (e) on page 3 which reads as follows: 

"That the State Legislature authorize for construction each 
specific project only upon recommendation of the Department of 
Water Resources, provided that the cost of construction is equi- 
tably apportioned to the beneficiaries and provided further, that 
the charges for water furnished to the proposed water users are 
sufficient to cover all costs equitably allocable thereto." 

That is the end of the written statement. 

SENATOR COBEY: Mr, Turner, you are aware that we have 
written the Central Valley Project Act into the Burns-Porter Act, 
and it does require full reimbursability of the costs by the 
beneficiaries? 

MR. TURNER: I am relatively familiar with that, yes. 

SENATOR COBEY: And secondly, basically the attitude of the 
City and County of San Francisco is that, first, you wouldn't 
be contracting here as you stated because you don't need any 
Supplemental water, and secondly, you would like to have your 
customers left alone because you have enough water to take care 
of them as well. Isn't that basically what you are concerned 
about? 

MR, TURNER: Well, that could be stated as part of our con- 
cern, 

SENATOR COBEY: I see. Now, you said that you didn't have 
any differentiation in your rates. I have some information here 


that may be incorrect that was furnished me, that said -- these 
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are approximate figures, they are subject to correction by you-- 
that doniestic use water in San Francisco costs about $110 to 

$115 per acre foot and industrial use runs around $73 per acre 
foot. I wonder whether that difference isn't based on the fact 
you have a volume discount? That is, the small user pays a higher 
price than the larger user? 

MR, TURNER: That is taking care of the blocking that is 
provided in our rate structure. The smaller use rate is high 
and we call that domestic, and of course, within the City of San 
Francisco, the high use is only by industry. I don't know of any 
home owners that take thirty-three hundred thousand cubic feet of 
water, 

SENATOR COBEY: Now, I suppose you have no objection to such 
a blocking system applied so far as state water is concerned since 
agriculture is also a large volume user? 

MR, TURNER: It would be my personal recommendation you use 
a blocking system of this nature. 

SENATOR COBEY: And as a matter of fact, when it comes to 
turnouts and various types of service facilities, when you have 
got large users, actually the facilities that are necessary to 
serve them are much less proportionately than when you are doing 
it on a house by house basis, isn't that correct? 

MR, TURNER: That is correct. 

SENATOR COBEY: So that could probably also be reflected in 


the price structure? 


MR, TURNER : Oh, yes. That is one of the concerns. There 


is no such price structure mentioned. You say the cost, that the 
Central Valley Act takes care of the reimbursable costs, but what 
is the rate structure that is suggested in this instance? 

SENATOR COBEY: I agree there is no rate structure spelled 
out. 


MR, TURNER: ‘That is correct. 
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SENATOR COBEY: I have no further questions at this time. 




































SENATOR REGAN: I have a question. For the record so that 
we will have that ciearly defined, did I understand you to say 
that the Burns-Porter Act provides for full reimbursement of the 
project cost? 

SENATOR COBEY: That is correct, through the incorporation 
of the Central Valley Project Act. 

SENATOR REGAN: Well, I just wanted to be sure that we knew 





what we were talking about, but the Act itself without that in- 
corporation is silent on that point, isn't it? 

SENATOR COBEY: Yes, but the incorporation is part of the 
Act. What we are saying is that is not explicit in the Burns- 
Porter Act. It is implicit by reason of the incorporation of the 
other Act, but we as lawyers understand that implicit incorpora- 
tion is as fully effective as explicit. 

SENATOR REGAN: I think the true statement would be that as 
far as the law of the state is concerned, along with the Central 
Valley Act and the Burns-Porter Act, then your conclusion in my 
opinion is the correct one, 

SENATOR COBEY: Well, we have made the Central Valley Act 
part of the Burns-Porter Act. 

CHAIRMAN TEALE: For the consideration of your lawyers I 
would like to ask you to look at the Legislative Counsel's Opinion 
that there is no requirement in 1106 that requires repayment of the 
funds that are used from the water fund. 

SENATOR COBEY: I am aware of that opinion, Mr. Chairman, 

CHAIRMAN TEALE: I wondered how that fit with your concept 
that these will be fully reimbursable. 

SENATOR COBEY: I want to examine that Opinion because I 
think it does very definitely bear on that question. Your point 
is well taken. 


SENATOR REGAN: I have a question. 
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CHAIRMAN TEALE: Senator Regan -- any further questions? 
SENATOR COBEY: I might say that wasn't the intent of the 


proponents. If there is that loophole it wasn't intentional, 









but it should be closed if it exists. 

SENATOR REGAN: Mr, Turner, I am referring to page 6 of your 
statement about the middle of the page, the final sentence in the 
answer to question 16, "To protect the state's investment it is 


mandatory that firm contracts for water sales be entered into 




























before extensive aqueduct construction proceeds....." I just 





want to know what your definition of "firm contracts" is. 

MR, TURNER: Binding contracts of the state to deliver and 
the purchaser to buy. 

SENATOR REGAN: So we will have the record straight, you 
have no intention of saying as the Metropolitan Water District 
representative said yesterday that each contract must be in effect 
be in perpetuity? 

MR, TURNER: No, I did not, 

SENATOR REGAN: It is for the life of the contract, what- 
ever the terms of the contract may be? 

MR. TURNER: Right. 

SENATOR COBEY: Or for a specific source of water. 

SENATOR REGAN: Or from a specific source of water? 

MR, TURNER: Don't put words in the witness! mouth. 

SENATOR REGAN: When somebody is reading these things they 
don't know exactly what you mean and we want to be sure the 
record discloses the intent you have when you use certain 
language. 

MR, TURNER: Firm is binding only. 

SENATOR CHRISTENSEN: Mr. Turner, on page 7 you refer to 
the statement of policy on page 3 and that says, "That the State 
Legislature authorize for construction each specific project only 


upon recommendation of the Department of Water Resources, provided 
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that the cost of construction is equitably apportioned to the 
beneficiaries and provided further, that the charges for water 
furnished to proposed water users are sufficient to cover all 
costs equitably allocable thereto." 

Well, you refer to "beneficiaries", that the cost of con- 
struction be equitably apportioned to the beneficiaries, You are 
referring to water users, are you not? 

MR, TURNER: Yes, customers, 

SENATOR CHRISTENSEN: That is right. You were not referring 
to any other portions of the state that would not be water users 
such as Humboldt County or anything else? 

MR, TURNER: Yes, the fringe benefits. 

SENATOR COBEY: Only for recreational benefits. 

CHAIRMAN TEALE: Any further questions? Well, thank you, 
Mr. Turner. It is only 3:00 o'clock and we have finished with 
the printed agenda and I realize that there are some other 
people in the audience who would like to have some time. However, 
because of the fact that I must leave immediately when I hadn't 
planned on it, and that we have a rather short Committee, I 
think that we will declare the Committee adjourned at this time 
and I want to thank everyone for their attendance and partici- 
pation, 

(The following statement was received from Mr. W. S. 
Rosecrans, Chairman of the Southern California Water Coordinating 
Conference, 404 South Bixil Street, Los Angeles, requesting it 
be made part of the record. ) 

The Southern California Water Coordinating Conference is a 
voluntary organization, having as its objective cooperative 
efforts on the part of its membership and with other interests 
throughout the state of California in the development of a sound 
program for the water resources of California. Through its 


Executive Committee, consideration has been given to the questions 
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listed by your Committee, 


While a large number of the member units of the Conference 
















are directly engaged in water production and distribution, the 
Conference as such is not, and therefore limits its comments 
to the questions as indicated in the following portion of this 
statement: 
5. The state should operate as a wholesaler of water and 
should sell to all contractors on the same basis without regard 
to the end use, Any differential in price should be a local 
responsibility. 
12. If by a zone pricing system is meant basing the vrice 
of water on differentials in cost of delivery to various areas or 


zones, we believe this sound procedure. For instance, an area 







served by one pumping lift presumably would have a lower cost and 






















a lower water charge than the area or zone below that lift. In 
fact, it is our opinion that differentials in charges or the 
establishment of zones as a basis for charges might properly, in 
most instances, be governed by pumping lifts. However, this 
should not be exclusively true, for other factors of cost should 
be considered, 

13. Our comments with respect to this question are set out 
in the answer to question number 5. 

14, Multi-agency organizations are necessary and should be 
the principal vehicles for the marketing of water, It is our 
opinion that present legislation is adequate for forming of these 
organizations. 

15. Private agencies should have the same opportunity for 
purchase of power from the state as is true of public bodies, 
provided they can meet the same requirements and give the same 
assurance of repayment. Ordinarily repayment should be insured 
by the same type of contract as entered into with public bodies 


and the state would necessarily take the same precautions in 
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determining the financial responsibility of the contractor as it 
would with any other agency as would a banker in extending 
credit. 
From a practical standpoint it is not probable that private 
organizations will be in a position to contract for water direct 
with the state. Therefore, we have no comment except to say that 
the same general principles would apply with respect to water as 
for power, 

16. No. SB 1106 incorporates the provisions of the Central 
Valley Project Act with respect to repayment of monies advanced 
from the bond fund and thereby establishes policy with respect to 


this most important feature of contracts. It would, of course, 








be entirely inconsistent to have a different policy with respect 


to monies advanced from other sources, Some facilities may be 





















built entirely with bond fund monies and others with monies from 





the water fund, or perhaps by direct appropriation. Different 
repayment policies could therefore result in material inequities 
and many difficulties in financing and contracting. 

17. We should apply the same reasoning to this question as 
given in our answer to question number 16 and therefore believe 
that there is no occasion for vatification of contracts by the 
legislature. Furthermore, ratification would result in much 
delay and would greatly impede development, 

18. The Cevelopment of recreational facilities and the 
propagation of fish and wild life are functions already under- 
taken by the state. The responsibility for these has been lodged 
in the Department of Natural Resources. Determination of needs 
for facilities in connec*ion with state water projects should 
be determined in conjunction with that Department and additional 
monies required for these purposes should come from funds allocat- 


ed for over-all recvation and fish and wild life programs. This 
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should result in évaluating the desirability for expenditures of 
these monies in relation to other possible uses in the same field 
of activity. 


(Thereupon the hearing was adjourned. ) 
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